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It's Wise to Recommend 
BARBER Gas Pressure REGULATORS 


Here is a strictly high quality gas pressure regulator, engineered and 
built by experts, in the belief that a really dependable regulator is 
the only kind worth using. A precision device of the most approved design 
and materials, the Barber Regulator is not intended to compete with more Assistan 
cheaply made products. Honestly priced, highly regarded for many years 
by leading gas authorities, it will deliver the utmost in service and re- 
liability. Responsive to 3/10 pressure drop. 


Rugged bodies, brass operating parts, phosphor bronze springs, non- 
deteriorating diaphragms properly processed for domestic delivery pres- 
sures. For low pressure on LP Gas, special diaphragms are provided. On 
gas appliances you sponsor or sell—always recommend Barber Pressure 
Regulators. 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes VY,” up. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohic 


BARBER oncssune REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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N LI N E UP for low-cost steam 


with the BaW Type E Pulverize 


Five B&W Type E Pulverizers, serving a B&W 
Boiler of 800,000 Ib. per hr. steam capacity. 
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ECIRCULATING LOAD- UNIFORM PERFORM- _ BLOWS CLEAN AiR- |NE-P* 
DRIES AS IT GRINDS ANCE REGARDLESS § SAVES-WEAR AND TEAgUEL-/ 
ecirculation of fines within the OF WEAR Unique in pressurized operatiogl® “ ac 
ill gives repeated, quick-dry- Balls and grinding rings wear the Type E Pulverizer requi . a 
ig contact with large masses of together . . . assure uniform fine- remarkably little maint st 

ted air and metal... produces ness regardless of attrition of the of the primary fan, because wena 
roper fineness at all loads, even gtinding elements . . . fineness blows only clean air . . . is aie 
ith coal as wet as it can get. automatically increases at re- subject to the damaging aaill 

ines are classified in the mill. duced loads. sion of entrained particles. 
New Bulletin G-57 illustrates and describes the design, construction, ping In 


operating and maintenance features of the Type E Pulverizer. Write: The 
Babcock & Wilcox Company, 85 Liberty Street, New York 6, New York. 
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NE-POINT VARIABLE 
VEL-AIR CONTROL 
Be the accelerator on your au- 
Pobile .. . assures proper coal- 
gir mixture .. . produces de- 


LOW POWER 
CONSUMPTION 
Ball-and-ring grinding, 
anti-friction bearings, pres- 
sure lubrication, and auto- 
matic rejection of ungrind- 
able materials make pos- 
sible high output with 


minimum power demand. 


OUTSTANDING 
- PERFORMANCE 
RECORD 
Availability and mainte- 
nance economy beyond to- 
day’s most exacting re- 
quirements are proved in 
over 1300 Type E Pulver- 
izer installations. 


TV: lol oT of 4 
WILCOX 


any 

d rate of steam generation 

et 2 wide range with coal con- 

ions suitable for sustained 

h combustion efficiency. 

Iping Industry Cut Steam Costs Since 1867 
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(a ownership, whether 
Federal, state, or local, has always 
made a strong appeal to those baffled by 
the problems of making regulation of 
privately owned utilities work out to their 
satisfaction. The appeal is based upon 
the pleasant supposition that where the 
people own and operate their own facili- 
ties, they no longer stand in need of 
regulatory protection. 


UNFORTUNATELY, government owner- 
ship as practiced during recent times 
would seem to suggest that this is really 
an escapist’s point of view. Two articles 
in this issue reflect realistic problems 
which have sprung up in the wake of pub- 
lic ownership, seeking to operate in the 
absence of some form of over-all regula- 
tion. 


Wuat is going on in the state of 
Nebraska seems to be a good case in 
point. There is a state where private elec- 
tric utilities have been abolished. Result : 
Instead of entering upon an era of har- 
monious enjoyment of the fruits of pub- 
lic domain, three different levels of 
proprietary interest in public power 
_ facilities (Federal, state, and local) have 

gotten into an argument. — 





HERBERT BRATTER 
AUG. 31, 1950 


Viger wth the Edilow— 








EDSON ABEL 


THE article, entitled “Intramural 
Problems in Nebraska’s Public Power” 
(starting on page 287), is by Harry T. 
Dossins, veteran editor of the Nebraska 
State Journal, who has followed this 
situation continuously in Nebraska since 
it began in the early thirties. Ironically, 
it can no longer be charged that the 
private utility industry is sowing any 
seeds of discord in order to reap special 
benefits in Nebraska. Private utilities 
there have long since vanished and what- 
ever discord survives is unanimously 
publicly owned and operated. 


fe municipalities appear to be dis- 
satisfied with the rates of the state- 


wide public power system and are turn- 
ing to the Federal government for a 
better break. But in so doing, they seem 
to fear that a Federal benefactor will 
turn into a grasping creditor who will 
grab their network as a condition to the 
extension of Federal benefits. 


THE pious hope, once echoed by Karl 
Marx, that Socialism would forever 
eliminate such sordid and petty argu- 
ments over mere money and operating 
costs, turns out to be illusory. Some kind 
of top regulation and supervision still 











August 31, 1950 


Public Utilities Fortnightly 








Has your financing program 
kept pace with the times? 


® Quite a change from the stately 
old windmill to a modern power 
plant. And from the capital markets 
of former years to those of today. 

Has your organization a com- 
prehensive program geared to 
present-day financial conditions? 
Are your financing methods and 
your approach to the financial 


ONE WALL STREET 
Capital Funds over $118,000,000 


community keeping up-to-date? 

If you would like to discuss these 
questions or others in connection 
with your business, the specialists 
in our Public Utilities Department 
will welcome the opportunity. 
They are fully qualified to give 
the expert guidance which may 
be of assistance to you. 


ST 


NEW YORK 15, N.Y. 
Total Resources over $1,100,000,000 


Wituiam N. Enstrom, Chairman of the Board 
Ricwarp H. West, President 
Public Utilities Department 
Tom P. Watker—Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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seems to be necessary. Whatever answer 
may be worked out to the situation in 
Nebraska, one alternative is forever 
closed. That is the possibility that cities 
can once more turn to tax-paying private 
companies subject to public regulation 
which will see that all cost records are 
kept on a basis of accuracy and equity. 
The moral of that story would seem to 
be that a state cannot eat its private enter- 
prise and have it too. 


NATIONALLY known columinst Mer- 
ryle S. Rukeyser takes a hopeful view 
of these lessons, which must be learned 
by actual experience in the realm of pub- 
lic ownership. Specifically referring to 
the Nebraska situation, he recently stated 
in the Washington, D. C., Times-Herald: 


It is a sign of maturity and sophisti- 
cation when citizens are able to face 
the realities, and recognize that com- 
panies that meet their costs, including 
their pro rata share of the high cost of 
government, are not enemies of society, 
as the Marxists charge, but are useful 
tools in the struggle for better stand- 
ards of living. 

* * * * . 


rye area of business conflict ex- 

ists even among beneficiaries of the 
same Federal agency. The opening article 
of this issue, “Power-water Rivalry in 
the Golden State,” was written by an of- 
ficial of the California Farm Bureau 
Federation, Epson ABEL. This author 
naturally takes the side of the irrigation 
interests or water users in California’s 
Central valley. 


Mr. Aset, a California attorney, 
whose present position is that of assistant 
director of the public utilities department 
of the California Farm Bureau Federa- 
tion, has often testified before congres- 
sional committees on matters affecting 
California’s Central valley. He has also 
made numerous addresses in the interest 
of reclamation, and is the author of a re- 
cent report on “Our National Water 
Policy” in response to an invitation by 
President Truman’s Water Resources 
Policy Commission for such views. 

* *” *” * 


o—_ another article in this issue sug- 
gests the general importance_of pre- 
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HARRY T. DOBBINS 


serving some form of disinterested regu- 
lation, even with respect to operations 
conducted wholly by the Federal govern- 
ment. The article “How Soon ?—Atomic 
Electric Power,” beginning on page 276, 
is an account of practical steps taken to 
harness atomic energy for peacetime 
civilian use. Eventually the U. S. Atomic 
Energy Commission will have to decide 
on a program for transition of this im- 
portant technical “know how” from pub- 
lic to private business basis of operation. 
HERBERT BRATTER, author of this article 
on the application of atomic energy to 
private uses, is a well-known writer of 
articles on business economics—now a 
resident of Washington, D. C. 


x* * * * 


(ye little-known but notable telephone 
service gaining acclaim is the 
adaptation of the office intercommunica- 
tion device for educational purposes. It 
is possible for handicapped children or 
young adults to be “present” in their 
classrooms or at their lectures—while 
in fact remaining at home. FRANKLIN J. 
Tosey, JR., of the ForTNIGHTLY editorial 
staff, describes this use, and its develop- 
ment, as well as the benefits which it has 
brought to many. 


THE next number of this magazine will 
be out September 14th. 


Ie CcliZGue- 
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What's the current outlook for your company? 


a of your consumers’ bills now 

may disclose: certain trends that will be 
of considerable value to you in planning your 
rate and promotional programs. 


Let us prepare such consumers’ usage data 
for you. 


After all, we can analyze your bills in %4 the 
usual time .. . and at approximately 1% the 
cost of having them done in your offices by 
your own people. 


The Bill Frequency Analyzer—which we de- 
veloped especially for consumers’ usage data 
—can analyze as many as 200,000 of your bills 
in one day. Consequently, the cost to you is 
but a tiny fraction of a cent per item. 


Send for FREE booklet 


“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. Send for it 
now. 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


Northeastern Area Power and the St. Lawrence 


New 


Why 


Recently the U. S. Senate ratified a treaty with Canada for the diversion 
of additional water from the Niagara river. Then a House Public Works 
Committee considered legislation for Federal hydroelectric development 
in the Niagara-St. Lawrence area. For many years the reason assigned for 
Federal financing of the proposed St. Lawrence hydro power project was 
the inability of private industry to cope with a program of such magnitude. 
C. W. Mayott, assistant to the president, Hartford Electric Light Com- 
pany, has written an analysis of what private industry already has done 
and what it is prepared to do in the future in this area, without cost to 
the taxpayer. 


Light on "Interest during Construction" 

It has generally been assumed that the cost of building a utility structure 
included not only the taxes but also the interest which had to be paid 
while the building was in the process of construction. The rapid postwar 
expansion of various public utility companies has resulted in wide variation 
in capitalization practices. The question of continuing credits for "interest 
during construction" is an important one, as long as the present rapid 
volume of construction continues. W. F. Stanley, vice president, South- 
western Public Service Company, discusses the equities involved in 
reaching the proper treatment for this important building cost item. 


a Demand Charge? 

Recently there appeared in this magazine a critical analysis of a so-called 
"demand charge’ widely used in public utility rate structures and approved 
by regulatory authorities. Henry W. Hills, well-known electrical engineer 
of Reading, Massachusetts, has persuasively justified the so-called ‘demand 
charge," especially in the case of industrial rates for an electric utility's 
customers, which has been questioned from the regulatory point of view. 
Here is a discussion of the background and purpose of the demand charge, 
which is the result of considerable experience and original thinking by some 
of the best minds in the industry. 


The Company Library—A Tool of Management 


A lso » « « Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, Investors, and others. 
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What good is a library to an operating public utility company? How can 
it be made most effective? What are its true functions and possibilities? How 
large or small should it be, and what should it cost in relation to the com- 
pany's size and operations? These are important questions, discussed in 
a very original approach to an important managerial problem—making 
better use of the company's library. The author is one of the nation's 
most successful utility librarians, Miss Alma C. Mitchill of the New Jersey 
Public Service Electric & Gas Company. 


* 
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Protection 


that doesnt cut off light, air or vision 











































For Windows, Doorways, Corridors 


This all-metal barricade guards any opening with a cur- 
tain of rugged steel rounds ard links. Yet it doesn’t cut 
off light, doesn’t block vision, doesn’t impede ventilation. 
It can be lowered into place or raised out of the way in 
a matter of seconds! It offers convenient protection with- 
out loss of architectural beauty. As the pictures here 
testify, it’s the ideal way to prevent trespassing in areas 
where the public assembles, or wherever it is desirable 
to block off certain sections of a building. 


Kinnear Rolling Grilles open straight upward and 
coil into a small, out-of-the-way space above the 
opening. No usable floor or wall space is wasted. In 
many installations, the mechanism on which the 
Grilles coil when opened can be concealed within the 
lintel construction. 


Kinnear Rolling Grilles are made to fit any size win- 
dow, doorway, corridor, stair-well, elevator shaft or 
other opening. They can be equipped to operate 
manually, mechanically (by chain or crank) or elec- 
trically. Easily installed in old or new buildings. 
Write for complete details. 


The KINNEAR M anufacturing Co. 


FACTORIES: 
2060-80 Fields Ave., Columbus 16, Ohio 


1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in All Principal Cities 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








CEoublle CEeke 


“There never was in the world two opinions alike.” 


—MONTAIGNE 





Excerpt from “Business Bulletin,” 
published by The Cleveland Trust 
Company. 


H. A. STEWART 
Director, U. S. Department of the 
Interior Oil and Gas Division. 


NoeL SARGENT 
Secretary, National Association of 
Manufacturers. 


Emit ScHRAM 
President, New York 
Stock Exchange. 


Excerpt from Industrial News 
Review. 


Bruce Barton 
Professional writer. 


J. B. THomas 
President, Texas Electric 
Service Company. 


Hariey L, Lutz 
Professor emeritus of public 
finance, Princeton University. 
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“The 1950 budget defiicit is the eighteenth in the last 
twenty years. Deficits have become a habit.” 


* 


“A subsidized industry is one which no longer is self- 
reliant and is therefore no longer its own master.” 


> 


“Industry can do more and do it faster if voluntary 
cooperation is permitted rather than by government dic- 
tation or ownership.” 


* 


“We have talked entirely too much about ‘security.’ 
There has been too much emphasis on ‘riskless savings’ 
and a ‘safe future.’ We should do more talking about 
people becoming owners of business.” 


“For the fiscal year which ended in June, 1949, TVA 
and its associated distributors paid 4.99 per cent of their 
gross revenues in lieu of taxes. In the same year, the 
investor-owned industry paid 19.4 per cent—or some four 
times as much.” 


» 


“I want a great campaign for more faith by our people 
in themselves, in the United States, and in the capitalistic 
system which has made the country great. I want the 
kind of faith that the Bible speaks about—the faith that 
can ‘move mountains.’ ” 


* 


“Where there is justification for a sound flood-control, 
irrigation, or reclamation project, which the government 
should build, by all means let it be built. The governmental 
projects should stop building transmission lines and sell- 
ing subsidized hydroelectric power from such projects in 
competition with tax-paying utilities.” 


> 


“Industry has no desire for war profits and no sym- 
pathy with war profiteering, Businessmen fully realize 
that war destroys lives, erodes capital, consumes waste- 
fully our diminishing reserves of limited natural resources, 
and expends man power on products which do not con- 
tribute directly to the welfare of the people.” 


12 
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How to develop 
the potential ability 


of your 





I. one company after 
tte another, the group-conference system has proved 
a {. be a profitable method for training superyiaor to . 












f te ae ‘Develop management ability. i 
eect Apply policies and procedures uniformly. — 

- @ Uncover weak spots in company organization. 

e Improve employee morale and productivitns Cae 
















Under, this system, trained leaders guide the diaciiaiieal 

groups. Supervisors themselves get a chance to help 
company policy and program by contributing their own 
information. 


















' Epasco consultants have a fund of ee 
experience in this type of work. They * E he 
~ can help you plan such a program, oe : 

train t ters from your ranks a 
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News (Pasco, Washington). 


Georce W, Maxey 
Chief justice, Pennsylvania 
Supreme Court. 


Epitor1AL STATEMENT 
Wisconsin State Journal. 


Frep I, Kent 
President, governing council, 
New York University. 


Excerpt from a report of the 
Engineers Joint Council. 


RayMonp MoLey 
Columnist. 


EprrortAL STATEMENT 


Chicago Journal of Commerce. 


Davin LILIENTHAL 
Former chairman, Atomic 
Energy Commission. 
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REMARKABLE REMARKS—( Continued) 
Excerpt from Columbia Basin 


“It’s time the government started working FOR us, 
instead of ON us.” 
* 


“Now capitalism is under attack, although it gave us 
the most abundant life we have ever known. The Welfare 
State means farewell to freedom and a final descent to 
dictatorship. Under the natural law we cannot be a 
paternalistic republic.” 


* 


“There are more than 3,500 Federal employees—who 
cost taxpayers more than a million dollars a month— 
engaged in selling and lobbying for and stirring up support 
for the programs wanted—not by the people—but by de- 
partment heads and Mr, Truman.” 


* 


“Our economic strength is weakened by the acceptance 
of government subsidies by nearly all of our people and 
through combined Federal, state, and local taxation 
(which) takes 26 per cent of our national income, But 
this would not be possible if our people were living up 
to their principles.” 


* 


“From an engineering standpoint the planning and 
execution [of the Missouri basin] is almost entirely 
backward. . . . Specific projects were proposed and ap- 
proved without regard or consideration of their effects 
on the economy, transportation, local government of coun- 
ties, and general welfare of the people.” 


> 


“... in the past few years there has been altogether too 
much defeatism among businessmen and others who fear 
creeping Socialism. They have had the habit of saying 
that, after all, you can’t beat Santa Claus, that super 
governments have overwhelming advantage in patronage, 
handouts, and machine organization, and that voters are 
drugged with promises.” 


* 


“The President’s [steel] board did accomplish one 
thing . . . It succeeded in narrowing still further the 
area in which management in this country is permitted to 
make decisions, People who yelp and squeal over the de- 
lights of the planned economy will welcome this develop- 
ment. For the rest of us it will be just another nail in the 
coffin of private enterprise.” 


* 


“Now, of all times, we need to demonstrate the vigor 
and adaptability of American business and industrial 
management. Yet we pick this time to dump our unique 
advantages overboard for 100 per cent government owner- 
ship, 100 per cent government financing, and increasingly 
centralized and governmental direction of one of the most 
technical undertakings [atomic policy] in our whole 
history.” 
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tre high hauling costs 
short-circuiting profits ? 


You can get a direct “line” to lower hauling 
costs by investing in an economical Dodge 
“Job-Rated” Truck! 


Such a truck will have an engine that’s “‘Job- 
Rated”’ to give you power to spare. Along with 
this extra power, you’ll get maximum gas and 
oil economy! 


Every other chassis part will also be “Job-Rated” 
—engineered and sized to fit your job. Your 
Dodge Truck will cost you less to operate! 


If your ha is in heavy city traffic, you’ll be 
pleased with the ease of handling of your Dodge 
“Job-Rated” Truck. If you go where roads are 
bad—or where there are no roads at all—you’ll 
like the power and dependability of your Dodge 
“‘Job-Rated” Truck. 

If high hauling costs are “short-circuiting”’ y: 
profits, switch to economical Dodge ‘Job Rated” 
trucks. See your Dodge dealer today! 


toons )QDGE 
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@) word's getting around about the new Remingto 


£lecti -COTLOTILY Typewriteak: 


Remington. Mand 
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Public utility companies throughout the country are discovering new 


economies through use of the Remington Electri-conomy Typewriter 






—the new electric typewriter that can slash typing costs, 






increase typing output and perform all typing requirements 






with greater ease—greater speed—greater accuracy. 






In test after test where the Electri-conomy Typewriter 






has been installed, the increased typing output.is piling up extra 
















profits— 10% ... 20%... 50% and even higher are the 
savings percentages reported by highly satisfied users. 
Mail coupon for the amazing economy story of the new Remington 


Electri-conomy Typewriter. 





to 


ittHhake the Elecfi-conomy Test in Your Office Today! 





Remington Rand, Room 2294, 315 Fourth Avenue, New York 10, N. Y. 


C) Please send me FREE copy of “Electric Typing vs. Manual Typing.” 
C Please have your representative call to make the FREE Electri-conomy Test in my office — without obligation, 
of course. 


NAME__ 

COMPANY. 
ADDRESS. 
CITY. 
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Eide Macehex Battenes 





ASSURE DEPENDABLE POWER FOR SWITCHGEAR OPERATIONS 


Exide-Manchex Bat- 
teries are DIFFER- 
ENT in design, con- 
struction, perform- 
, ance .. . differences 
you can count on for dependable battery 
service day after day ...and at a saving. 
One outstanding feature is the famous 
Exide manchester positive plate, which is 
used exclusively in the Exide-Manchex 
Battery. Other important features include: 
. .. slotted plastic separators, impervious 
to chemical and electrical reaction. 
... plastic spacers that maintain perfect 
alignment. 





. the latest development in molded glass 
jars. 


. heavy terminal posts with copper in- 
serts for extra conductivity. 


Combined, these Exide-Manchex features 
assure you dependable power for positive 
operation of switchgear. 


For an adequate and uninterrupted supply 
of current for central and sub-station 
services, use Exide-Manchex Batteries. 
Wherever used, you can expect trust- 
worthy performance, long battery life and 
low cost maintenance. 


1888 . .. DEPENDABLE BATTERIES FOR 62 YEARS... 1950 


“Exide” and “‘Manchex” Reg. Trade-marks U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Michigan eee pee Association will hold annual convention, Lansing, 


Mich., Sept. 14, 15, 





SEPTEMBER 7 











F 


«4 


Annual ag Gas Measurement Short Course ends, West Virginia University, 
Morgantown, W A , 1950 





-« 


Western Association of Broadcasters ends annual meeting, Jasper, Alberta, Canada, 1950. 





Mid-West Gas Association will hold gas school and conference, Ames, Iowa, Sept. 14, 
15, 1950. 

















Conpesiione Institute of America will hold annual meeting, Chicago, Ill., Sept. € 
17-20, 1950. 





National Butane-Propane Association will hold meeting, Cleveland, Ohio, Sept. 18, 
9, 1950. 





American Water Works Association, Minnesota Section, begins annual meeting, St. 
Paul, Minn., 1950. 














§ Southern Gas Asso. begins dispats hers conference, Shreveport, La. 

§ Maine Telephone Association ends 2-day convention, Belgrade, Me. , 1950. 

q New Jersey Gas Association begins one-day annual meeting, Spring Lake, N. J., 1950. 

q pany Virginia Broadcasters Association ends meeting, White Sulphur Springs, W.Va 
50. 

9 American Water Works Association, Wisconsin Section, will hold annual meeting, 


Oshkosh, Wis., Sept. 19-21, 1950. 





Instrument Society of America begins national conference and exhibit, Buffalo, @ 
N. Y., 1950. 





American Society of Mechanical Engineers will hold fall meeting, Worcester, Mass., 
Sept. 19-21, 1950. 





§ Northwest Public Power Association begins convention, Portland, Ore., 1950. 


| 


American Water Works Asso., W. Va. Sec., begins meeting, Huntington, W. Va., 1950. 
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Power-—Water Rivalry in the 


Golden State 


Farmers in the Central valley area of California are primarily 

interested in irrigation. But in recent months their relations with 

the Reclamation Bureau have been complicated by the so-called 

9(e) contract policy of the bureau. Here is a frankly critical 

article on the purpose of the bureau’s new contract policy by 
a California Farm Bureau Federation official. 


By EDSON ABEL* 


E have heard from time to 

W time the declaration that a cer- 
tain form of social economy is 

on the march; lately it has been said 
that Socialism is creeping on us. 
Whatever may be the facts elsewhere, 
in the current construction and opera- 
tion of the Central Valley project of 
California and other undertakings of 
the Bureau of Reclamation, Socialism 
is operating under a disguise. It is not 


*For personal note, see “Pages with the 
tors,” 
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entering the picture in a straightfor- 
ward, honest, and aboveboard fashion. 
It is being promoted by government 
bureaus under cover of their osten- 
sible statutory powers. 

Several years ago a former Depart- 
ment of the Interior policy official was 
asked why the Bureau of Reclamation 
was so intent upon controlling the 
water and power resources of Cali- 
fornia’s Central valleys. His very 
frank answer was: “That’s easy. If 
we control the water and power of 
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those valleys, we can set our own pat- 
tern of social changes.” While this 
social changer has since migrated to 
more lucrative private enterprise 
fields, his chosen disciples still carry 
on in the same tradition. Consider 
these factors supporting the above 
general conclusion: 


1. The Bureau of Reclamation is 
bringing pressure to bear on irrigators 
in the Central Valley project to force 
acceptance of nationalization of the 
waters which are to serve them. 

2. The bureau seeks to set up, with 
moderate success so far, a nationalized 
commercial power system in connec- 
tion with the Central Valley project. 

3. The bureau is financing this pro- 
gram of Federal nationalization of 
water resources of California in part 
with the taxpayers’ money, but also, 
and to a larger extent, by arbitrarily 
diverting revenues of the project which 
should be applied as a matter of law 
and equity to reducing rates on irri- 
gation water and reimbursement of the 
Treasury. 


AS one primarily interested in Cali- 
fornia reclamation, I object to 
this program because it is being 
financed in the Central Valley project, 
as well as elsewhere, !argely with 
monetary benefits which rightfully be- 
long to the irrigators. There is, of 
course, the additional objection that 
a policy change of such a radical na- 
ture should be openly avowed and 
honestly accepted, before it is put into 
practice. 

Without any authorization from the 
Congress, and possibly with only 
limited appreciation on the part of a 
few of its members of the real sig- 
nificance of the program, the Bureau 
of Reclamation is actually initiating 
the nationalization of the water re- 
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sources of the Central valley. Lest any 
reader brush this statement aside as 
just another purely local California 
complaint of no vital concern to other 
areas, let me hasten to say the Cen- 
tral valley pattern, with some ques- 
tionable modifications, is being fol- 
lowed by the Bureau of Reclamation 
in the Missouri basin. Efforts are be- 
ing made to achieve the same objec- 
tives in the Columbia basin by means 
of the valley authority for which the 
Bureau of Reclamation is just now 
plugging so hard. 

So, what is going on in California 
can serve as a warning of what may 
be expected in other areas of the West 
which are compelled to entrust the de- 
velopment of their water resources to 
the neo-Federalists who seem to 
dominate the Reclamation Bureau. 

In California, as elsewhere in the 
West, the plight of the irrigating 
farmers was the basis for appeals to 
the Federal government for aid. The 
irony of the present situation is that 
our drought-plagued farmers are fur- 
nishing not only the protective color- 
ation but also considerable funds to 
finance this unheralded venture into 
nationalization of water and power 
resources. 


H’v is this nationalization of ir- 
rigation water being achieved? 
It is quite simple when local necessity 
assists the process. It is being done by 
means of what have become known as 
the 9(e) contracts. Authorization for 
such contracts slipped through the 
Congress in the Reclamation Project 
Act of 1939. Section 9(e) of this 
statute is the authority used as a basis 
for the contracts. 
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You cannot find one word on this 
paragraph in the hearings on the bill 
or on the floor of Congress when it 
was passed. Apparently everyone, ex- 
cept strictly inside planners of the 
bureau, assumed it was in the bill 
merely to authorize temporary interim 
contracts for the sale of water. There 
was no general recognition of the fact 
that this controversial section was to 
be used by the bureau to accomplish 
a major change in Reclamation policy, 
to authorize an abandonment of the 
traditional policy of the bureau to op- 
erate on repayment contracts, and to 
serve as a basis for its departure from 
the rdle given it by the United States 
Supreme Court as a mere conveyer of 
water. Little did anyone realize that 
the Bureau of Reclamation intended 
to use this contract to nationalize all 
of the water resources with which it 
came in contact, and to place those 
water resources under its own absolute 
dominion in perpetuity. 

To sugar-coat the acceptance of 
these contracts, it is claimed that they 
are the only means by which addi- 
tional Reclamation projects can be 
financed because developments are be- 
coming so costly that irrigators can- 
not pay the annual burdens required 
by the old-time 40-year repayment 
provisions. This has a real but specious 
appeal, both to the Reclamation proj- 
ect promoters, the hard-pressed irriga- 


tors, and to others disinclined to 
analyze the figures. What is over- 
looked in connection with the Central 
Valley project is the fact that with 
any reasonable business ability and 
economical management this project 
could pay off its obligations to the Fed- 
eral Treasury within the forty years 
specified in § 9 (d) of the Reclama- 
tion Project Act. And do it with lower 
water rates for the irrigators! 


HY, then, doesn’t the bureau do 

the job just that way? Here the 
issue of long-range nationalization 
emerges for what it is. Under the old 
repayment arrangement, a § 9 (d) con- 
tract, the bureau would, sooner or 
later, lose all control of the water sup- 
ply, and the project. Such an eventual- 
ity is repugnant to the social planners 
and nationalizers. So there began to 
develop notable increases in construc- 
tion and operation costs. Next came 
the use of the 9 (e) contract under 
which Reclamation Bureau dominion 
over the project never ends. 

The misgivings of Congress on cost 
reimbursements were allayed by as- 
surances that actually the 9 (e) con- 
tracts provided a means of extending 
the repayment period, without too ob- 
viously replacing §9 (d), the 40-year 
repayment authorization. Eventual 
and complete reimbursement was 
claimed as an objective under the new 


+7 


struction and operation of the Central Valley project of 


q “WHATEVER may be the facts elsewhere, in the current con- 


California and other undertakings of the Bureau of Recla- 
mation, Socialism is operating under a disguise. It is not 
entering the picture in a straightforward, honest, and above- 
board fashion. It is being promoted by government bureaus 
under cover of their ostensible statutory powers.” 
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setup. But the bureau did not point out 
to Congress (1) that under the 9 (e) 
contracts, even after complete repay- 
ment of construction costs is made by 
the irrigators, the cost burdens on 
them would not be alleviated ; (2) they 
would never be rid of the burden of 
Federal bureau supervision. It was 
only later that Reclamation Commis- 
sioner Straus revealed to Congress 
that if a balance of the construction 
costs remained unpaid at the end of 
the 9 (e) contract period (forty years 
or less) the bureau knew it could “sell 
that water other places in the area and 
get back the balance and a lot more 
for the government.” Apparently the 
“profit” motive is not without honor 
in government agency circles, under 
such circumstances of perpetual gov- 
ernment controls. 


| grape ane to the alleged inability of 
the Central Valley project water 
users to pay, the bureau has extended 
the period during which the reim- 
bursement of the Treasury will theo- 
retically occur from forty to fifty-five 
years. As a price for this leniency the 
bureau demands (and receives) the 
water rights of the water users. Of 
course, the users get a very compli- 
cated contract in which, subject to a 
lot of ifs and ands, the bureau agrees 
to deliver water for a limited period. 
At the end of that period, there must 
be a new contract with possible new 
terms and conditions. Otherwise, the 
water will be diverted elsewhere. Un- 
der this setup, the water right, as Cali- 
fornia irrigators know it and as Cali- 
fornia law recognizes it, is sur- 
rendered and the bureau is then in a 
position to peddle the water as it sees 
fit. 
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This contract method represen 
some very adroit legal planning. Th 
Congress has always insisted th: 
water users be given a water righ 
under state law. The Supreme Cou 
has ruled that this was mandatory 
quirement for a mere executiy 
agency. But the law says nothing abou 
a water user “voluntarily” surrender 
ing the right Congress contemplated 
he be furnished. Certainly no one els 
can complain if the water users volun 
tarily relinquish their rights to a he 
neficent bureaucracy. The fact that thg 
appearance of willingness was induce 
by the pressure of economic necessity 
is something which remains undis 
closed. The bureau makes it clear 
however, that its water users unde 
the 9 (e) contract have no wate 
rights. 


N passing, the comment of an offi 

cial agency reviewing these con 
tracts is pertinent. The California Dis 
trict Securities Commission had this 
to say about one of the first of thes 
contracts coming to its official atten 
tion: 


The commission is fully cognizant 
of the need of the lands within the di 
trict for supplementary water and ig 
desirous of doing everything within i 
power to expedite the securing of such 
supply, but has, in its deliberations and 
analyses, carefully weighed this ver) 
urgent need against surrender by th 
district to possible dictatorial control 
and regimentation. The proposed con- 
tract contains many provisions deemed 
not only onerous, but entirely unneces- 
sary either for orderly administration, 
or to protect the government invest- 
ment. 


Thus, not only do the 9 (e) cor 
tracts nationalize the irrigation water 
supplies of the Central Valley project 
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High Water Rates in California 


“- rates for water assessed against the water users are, with 
few exceptions, the highest in the state [of California]. The 
actual quoted level is misleading in that those rates apply to water ‘as 
is’ in the canals. The cost of getting it out of the canal and on the land 
is an extra charge against the water users. Competent estimators double 
the so-called canalside rate, to get what the irrigator actually pays for 
his water at its place of use. As a matter of fact, the contract figure for 
class I water actually exceeds the maximum ability of the irrigators to 


pay... 





but they also provide for regimenta- 
tion of the water users under domina- 
tion of a Federal agency. 


Ox of the primary uses of water 
in irrigation projects is the gener- 
ation of power. The Central Valley 
project rests for financial solvency 
upon power from Shasta dam, which 
also includes the minor Keswick in- 
stallation. These dams provide about 
one-fifth of the energy now distributed 
by the Pacific Gas and Electric Com- 
pany which is the major power utility 
in California north of the Tehachapi 
mountains and within transmission 
range of Shasta dam. The statutory 
role of this power facility is quite 
clear. 
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The congressional authorization oc- 
curred first in 1937 (50 Stat pp. 844, 
850) when the recital of the purposes 
of the Central Valley project included 
“the generation and sale of electric 
energy as a means of financially aiding 
and assisting such undertakings (1.e., 
the other purposes of the project).” 
This statutory language has been re- 
peated several times and it is now one 
of the controlling restrictions upon the 
administration of the power facilities. 
The California State Water Plan and 
the Central Valley Project Act (Cali- 
fornia Statutes 1933, page 2643) pro- 
vide for “incidental generation, trans- 
mission, and distribution of electric 
energy.” (Emphasis supplied.) Our 
irrigation projects are accustomed to 
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using power profits to reduce irriga- 
tion costs. 

Another restriction upon the dis- 
position of power is to be found in 
§ 9 (d) of the Reclamation Project 
Act of 1939 which carried forward a 
policy originating in 1906, providing 
that “no contract relating . . . to elec- 
tric power or power privileges shall 
be made unless . . . it will not impair 
the efficiency of the project for irriga- 
tion purposes.” 

These are extremely pertinent pro- 
visions as they directly conflict with 
the program which the Bureau of Rec- 
lamation proposes to follow in han- 
dling the power production of the 
project. In fact, they are such a serious 
threat to that program that the bureau 
has quietly attempted twice recently 
by equivocal language, in proposed 
legislation, to obtain their elimination. 


B’ virtue of necessity at the present 
time, Shasta power is being sold 
to the Pacific Gas and Electric Com- 
pany adjacent to the dam on a basis 
which yielded in 1949 the very satis- 
factory figure of 5.1 mills per kilowatt 
hour. This is over five times what it 
gets for Grand Coulee power. But the 
bureau intends to terminate this ar- 
rangement and insists upon transmit- 
ting the energy over 200 miles and 
selling it there at a figure which it esti- 
mates will be 4.57 mills per kilowatt 
hour, and at the same time building 
a steam plant costing not less than 
$35,000,000 just to firm up Shasta 
power for which it already is getting 
a firm price. 

I know this does not make sense. 
But I do not know if the bureau knows 
—or cares. The obvious fact that the 
project can receive at least the same 
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price per kilowatt hour at Shasta dam 
as it can over 200 miles away and at 
the same time avoid the costly trans- 
mission and other losses of from 15 
per cent to 20 per cent which are in- 
evitable under its program has never 
been noticed, much less explained. 
These losses alone on 1949 basis would 
represent a reduction in annual reve- 
nues of over $1,350,000 without off- 
set or compensation of any kind. Fur- 
thermore, rounding out its commercial 
power system with transmission lines 
and a steam plant involves a total ad- 
ditional and wholly unnecessary in- 
vestment of over $100,000,000 or ap- 
proximately 22 per cent of the present 
total cost of the project. All this on 
the sacrificial altar of nationalization. 
In connection with this $100,000,- 
000 of additional investment, it must 
be borne in mind that it will produce 
little if any additional kilowatt hours 
for sale. The transmission lines, of 
course, will produce none, although 
the bureau made some confusing sug- 
gestions along this line during the 
prevalence of the drought. The steam 
plant may add some energy to the total 
but it is intended essentially as a stand- 
by unit, to insure against stoppages in 
the main producing units. So, the 
$100,000,000 investment can produce 
little, if any, revenue, but will have to 
be supported by other functioning 
units. Sales at the dam to the Pacific 
Gas and Electric Company are mainly 
on a firm basis as that utility is in a 
position to firm up the power from its 
other facilities and so far has paid the 
charges demanded by the bureau. 


HE bureau does not come out in 
the open with the ultimate ob- 
jective. That is the nationalization of 
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Shasta power—followed by produc- 
tion on the American and Kings rivers. 
One of the defensive arguments is 
that the government ought not to sell 
its energy to a monopoly, which would 
make a profit on it. This, of course, 
does not square with the fact that the 
California Public Utilities Commis- 
sion allows as an operating expense of 
the public utility company only the ex- 
act cost of the energy, dollar for dol- 
lar. No profit can be made on it be- 
cause the utility is allowed only a fair 
return on its investment, not on what 
it pays for purchased power (which 
is no part of its investment). The 
status of the private utility, whether 
a service area monopoly or otherwise, 
has been fixed by the people of the 
state of California, presumably in 
their own interest. 


Another explanation of the bureau 
is that it is required by Federal law to 
give preference to publicly owned re- 
tail distribution agencies. It interprets 
this requirement as making it manda- 
tory for it to deliver firm power right 
up to the back door of the preferred 
agencies, just like the milkman deliver- 
ing bottles. This, notwithstanding an 
opinion of the United States Attorney 
General of long standing to the effect 
that “it is the first duty of the Secre- 
tary [of Interior] to consider the wel- 
fare of the project and the water 
users. The duty to prefer municipal 


purposes is secondary and incidental.” 


 § igomvay such protective coloration, 
the Bureau of Reclamation goes 
ahead with nationalizing the power re- 
sources of the Central Valley project 
and is doing it largely at the expense 
of the irrigators it is supposed to help. 
The “help” the irrigators are getting, 
increases their costs in this manner: 

First, the bureau unnecessarily in- 
creases the total reimbursable invest- 
ment by some $100,000,000 or by over 
20 per cent. 

Second, it absorbs large amounts of 
water and power revenues to support 
personnel, many of whom are engaged 
in promoting political and social 
propaganda, along the lines indicated. 
These diverted revenues ought to be 
applied to the repayment obligations 
of the irrigators. 

Third, it impairs the efficiency of 
the project for irrigation purposes, by 
assessing needless water charges and 
by removing the eventual possibility 
of reduced irrigation rates. Epitomiz- 
ing these effects, the irrigators will 
have more of a money obligation to 
repay, but less money with which to 
pay it. 

Now, if the Bureau of Reclamation 
were required to forego socialistic na- 
tionalization of the power resources 
entrusted to it, enough money would 
be saved so that the irrigators of the 


socialistic nationalization of the power resources entrusted 


q “... if the Bureau of Reclamation were required to forego 


to it, enough money would be saved so that the irrigators of 
the Central Valley project would be able to secure the water 
they badly need, at less than half of what they are being 
required to pay under the current Bureau of Reclamation 
contracts.” 
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Central Valley project would be able 
to secure the water they badly need, 
at less than half of what they are be- 
ing required to pay under the current 
Bureau of Reclamation contracts. 
Specifically, the $3.50 per acre-foot 
canalside rate, which prevails for class 
I or firm water, could be cut to $1.50 
per acre-foot, while the class II rate of 
$1.50 could be reduced to 65 cents per 
acre-foot. These figures result from 
careful and detailed analyses and cal- 
culations based on the available proj- 
ect revenues related to the repayment 
commitments. The difference between 
the two rates is what the irrigators 
are being forced to contribute to ad- 
vance the social theories and aspira- 
tions of the Bureau of Reclamation 
in the Central Valley project power 
field. 


HESE lower costs would come 

about not only from reduction in 
capital investment but also from re- 
trenchment in annual operating ex- 
penses. No private power company 
would be permitted by a regulatory 
commission to spend its revenue in the 
way the bureau proposes. In its re- 
port to the Congress, it announced 
that it was allocating nearly 60 per 
cent of power revenues for its own op- 
eration, maintenance, and overhead. 
There was no breakdown among the 
three items and it would not be unfair 
to assume a situation akin to that 
which recently was exposed in a Sen- 
ate hearing on the bureau’s use of its 
appropriations. In the Central Valley 
project it was applying some 25 per 
cent of them to its own overhead, 
when its own chief engineer, the emi- 
nent Walker Young, testified that 8 
per cent would be generous. 
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Let no one gain the impression that 
I criticize these bureau practices be- 
cause of an interest in overly generous 
treatment of the water users. The 
water users are entitled to fair and 
reasonable rates. They are entitled at 
least to equality of treatment with 
other beneficiaries of the Central Val- 
ley project. There is no justice in 
charging them to the very limit of 
their ability to pay, so as to permit the 
Bureau of Reclamation to cut power 
rates below those found just and rea- 
sonable by the California Public Utili- 
ties Commission. And this merely to 
take business away from the private 
utility companies and permit the 
bureau to carry on its campaign for 
further socialistic expansion and ad- 
ventures. 

The rates for water assessed against 
the water users are, with few excep- 
tions, the highest in the state. The ac- 
tual quoted level is misleading in that 
those rates apply to water “as is” in 
the canals. The cost of getting it out 
of the canal and on the land is an extra 
charge against the water users. Com- 
petent estimators double the so-called 
canalside rate, to get what the irriga- 
tor actually pays for his water at its 
place of use. 


A’ a matter of fact, the contract 
figure for class I water actually 
exceeds the maximum ability of the ir- 
rigators to pay, as calculated by the 
Bureau of Reclamation itself. In 
House Document 146, 80th Congress, 
Ist Session, the bureau’s report to Con- 
gress on the project, the net revenues 
from irrigation water during the re- 
payment period are figured at $72,505,- 
812. To obtain this net amount, it as- 
sumed that class I water would be sold 
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at an average of $2.70 per acre-foot, 
while class II water would command 
$1.45 per acre-foot. These rates com- 
are with current actual contract rates 
of $3.50 and $1.50, respectively. 

Thus, the primary rate actually be- 
ing charged substantially exceeds the 
rate under which the $72,505,812 in 
net revenues was to be derived. The 
significant fact in this connection is 
that the bureau in this same report con- 
ceded “that the farmers’ ability to pay 
for irrigation water may be reduced 
below the levels which now appear 
wholly reasonable and probable,” and 
estimated the maximum net revenue to 
be derived from irrigators during the 
repayment period at $55,470,875. In 
other words, the bureau thought the 
$2.70 rate per acre-foot for class I 
water and $1.45 per acre-foot for class 
II water exceeded the anticipated abil- 
ity of irrigators to pay. 

There was good reason for this con- 
clusion that the irrigators’ actual abil- 
ity to pay would be less than that esti- 
mated in the report. The calculation in 
the report was based upon farm in- 
come during 1939-1944 when it was 
inflated by war conditions. Hard 
economic facts of the postwar already 
have rendered that basis obsolete and 
the outlook under the new disturbed 
situation since the Korean outbreak 
is far from promising. Thus, while 
the bureau’s own estimates of ability 
of the irrigators to pay is now approxi- 
mately $2.05 per acre-foot for class I 
water, its contract price is $3.50 per 
acre-foot. 


hg is, therefore, a fair statement that 
the Central Valley project irriga- 
tors are being forced to pay charges 


in excess of their maximum ability. 
Meanwhile, the bureau finances its 
competitive position in the sale of 
power to consumers already adequately 
served at rates found just and reason- 
able by the California Public Utilities 
Commission, and actually among the 
lowest in the country, when compared 
with tax-paying utilities. 


BOSE who have any doubt about 

where the Bureau of Reclamation 
is leading in the commercial power 
field, should study the bureau’s “Pro- 
gram for Electric Power Development 
in the Western United States” for 
1947-52.! This report, incidentally, is 
not thrown around indiscriminately, 
but it exists as here described. The map 
of “Advance Program of Power De- 
velopment” which closes the report 
shows a giant transmission grid con- 
necting Grand Coulee, McNary, Bon- 
neville, Shasta, Folsom, Kings river, 
Hoover, and other Colorado river in- 
stallations, Salt river, Elephant-Butte, 
Colorado-Big Thompson, Pathfinder, 
Minidoka, Hells Canyon, and Hungry 
Horse developments west of the Mis- 
souri basin, together with all the large 
power installations anticipated in the 
Missouri basin. Even a casual review 
of this program will destroy any il- 
lusions about modesty in the ambitions 
of the Bureau of Reclamation. 

But to us in California, the primary 
consequence of these ambitions is the 
imposition on our irrigators of unjust 
and unnecessarily high water rates, 
as well as the yoke of perpetual 
dominion by an absentee monopoly. 


1There is described in Pustic UTmities 
FortNIGHTLY, January 20, 1949, page 116, the 
scope of a similar Reclamation program, 
1 
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How Soon?—Atomic Electric 
Power 


Problems to be faced in designing and operating an electric 
power plant are multiple and forbidding. The commercial appli- 
cations of atomic power still occupy a major place in plans of the 
Atomic Energy Commission, notwithstanding the sudden and 
abrupt change in atmosphere due to the Korean outbreak and 
the threat of local war. The author of this article gives us some 
clews on the question of how soon the atom will go to work 
for commerce and industry as a domestic servant on the home 
front. 


By HERBERT BRATTER* 


| 4 W HEN will public utilities be 

putting the atom to work?” 

utility executives would 
like to know. Certainly not very soon. 
The time is not yet in sight. But some 
persons close to the work on the atom 
think that estimates of ten to twenty 
years are overly pessimistic, in the light 
of the intensive work now going on to 
harness the atom’s energy to the sub- 
marine. If the efforts are successful 
and schedules are telescoped, as could 
happen, there will be far-reaching in- 
dustrial implications as a by-product. 
In the words of Senator Brien Mc- 
Mahon, chairman of the congressional 
Joint Committee on Atomic Energy, 
“The submarine project under way at 


*For personal note, see “Pages with the 
Editors.” 
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Knolls is not only of great importance 
from a military and defense viewpoint 
but also from the viewpoint of peace- 
time industrial power. The Knoll’s 
submarine reactor will be a tremendous 
stride toward putting the atom to work 
for man’s benefit. A submarine power 
plant could be used as well in a freight- 
er or an ocean liner—and solution of 
the technical problems involved may 
well point the way to power for indus- 
try. The GE personnel at Knolls are 
working with vigor and enthusiasm 
upon the submarine problem.” (Italics 
supplied. ) 

In contrast with the foregoing you 
can find in Washington much less op- 
timistic views. For example, a govern- 
ment official, who watches atomic de- 
velopments from the viewpoint of one 
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interested in electric power, observed 
to the writer that the use of atomic 
energy by public utilities appears so 
far away as not to merit being put 
down as a possibility at all. “Our stand- 
ard of living,” stated this layman, “de- 
pends upon the amount of energy we 
use, and our use of energy has been 
leaping upwards. Between 1920 and 
1949 the use of energy by public utili- 
ties, plus the capacity of industrial 
power plants, increased from 18 to 51 
kilowatts per capita. When you com- 
pare the available quantities of ura- 
nium with the reserves of coal and oil 
and water power, the chances of satis- 
fying our needs through atomic energy 
seem most remote.” 



















8 ie AEC has launched a number 
of experimental reactors for 
primarily military purposes. The main 
ones come under three headings : 

(1) The experimental breeder re- 
actor will test the practical feasibility 
of breeding fissionable material with 
fast neutrons and investigate the ap- 
plication of liquid metals to the re- 
moval of fission-produced heat from 
reactors at high temperatures. The 
breeder reactor is located in an isolated 
part of Idaho so that it may be op- 
erated at a higher power level than 
would be feasible in a more populated 
area. While it is not designed to pro- 
duce usable power, an_ incidental 
amount of power may be generated as 
a by-product. 

(2) The materials testing reactor is 
to test the materials to be used in fu- 
ture reactor construction. Since power 
reactors of the future will be operated 
at greater neutron intensities than 
those of today, it is necessary to de- 
termine the reactions of various ma- 
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terials used in the buildings, cooling 
systems, and shields under the postu- 
lated conditions. The materials testing 
reactor is of special interest to the air- 
craft industry. 

(3) The ship propulsion reactor 
aims at producing large amounts of 
heat under conditions permitting its 
conversion into power for the propul- 
sion of large naval vessels, thus elimi- 
nating the need to carry large amounts 
of fuel and to refuel such ships. Ob- 
viously, the successful achievement of 
this goal will have important meaning 
for shore use as well. 

A fourth reactor project, the inter- 
mediate power breeder reactor of the 
Knolls Atomic Power Laboratory, was 
deferred in March because of more 
pressing needs and for other reasons. 
Had this project not been deferred, it 
would have sought to produce useful 
power in significant amounts without 
depleting, and perhaps even increasing, 
the nation’s supply of fissionable ma- 
terial. In time, doubtless, this effort 
will be resumed. 


HE stakes in the studies under way 

are enormous, for one pound of 
U-235 or plutonium has a potential 
fuel value of thousands of tons of coal. 
By combining a gram of hydrogen 
with seven grams of lithium it would 
be theoretically possible to release half 
a million kilowatt hours of energy. 
The major difficulty in atomic power 
production is the attainment of high- 
temperature operation. 

But there is also the question of 
whether the fuel will be available to 
industry. According to Lawrence R. 
Hafstad, director of the AEC’s re- 
actor development division, in view of 
the high military demands for fission- 
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able material for A-bombs, it is con- 
ceivable that there will be little left 
over for military mobile power units, 
let alone civilian power installations. 

Before atomic energy can be har- 
nessed for utility use in the generation 
of electricity, a legion of problems 
must be solved: problems of sesearch 
and techniques, the cost of which is 
fabulous; problems of construction, 
coolants, waste disposal, etc.; and 
problems of national security. For in 
many cases the atomic counterpart of 
the ashes discarded by steam plants 
will be fissionable materials, the most 
powerful explosives known to man. 
Linked with the above problems is the 
question of how much of what the 
government researchers discover about 
atomic power they can safely release 
to the general public, since the latter 
includes enemies of our way of life. 
For a great industrial nation to make 
use of the new knowledge a great body 
of technicians must receive training in 
the atom. 


S pe. fact that the Russians already 
have the atom bomb has removed 
the need for much of the deep secrecy 
under which atomic developments here 
have been kept or sought to be kept. 
The government has been conscious of 
this fact in declassifying patents and 
other information and in establishing 
advisory committees. The harnessing 
of the atom by industry also will be 
speeded up by the present atomic arma- 


ments race. More reactors of all kinds 
will be tried out, improving the 
chances of release to the public of es- 
sential information on the low-power 
type. 

A few weeks ago AEC Commis- 
sioner Gordon Dean indicated a change 
in official attitude when he publicly 
stated : 


The Russian atomic explosion . . . 
taken together with several other 
events suggests that in the interest of 
the national security, it may be wise 
to declassify rather broadly certain 
scientific and technical information 
which the Russians must have pos- 
sessed in order to achieve an explosion, 
and at the same time to withhold in- 
formation on the status of programs 
which is of the greatest value to an 
enemy. 


Mr. Lilienthal Speaks Out 


oie former chairman of the AEC, 

David E. Lilienthal, writing in 
Collier's of June 17th and July 6th, 
declared that the time for the first in- 
dustrial applications of atomic knowl- 
edge is overdue. He wants to end the 
government monopoly and_ give 
American competitive industry a 
chance. The basic provisions and 
fundamental assumptions of the 
Atomic Energy Act, he states, ought 
to be thoroughly reéxamined by the 
country. Assuming that this is done, 
how can private industry get started? 
Lilienthal would be inclined to lease 
to the private companies now operating 


7 


is most complex. It may be necessary for the first installa- 


q “For power use, the problem of controlling atomic reaction 


tions to be operated so as to feed the power generated into 
a system having other generating capacity which can absorb 


the variations.” 
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them the government plants producing 
yranium-235 and plutonium. Without 
delay, he states, other industrial firms 
should be fully informed about the na- 
ture of these plants and their process- 
es. And they should be asked to sug- 
gest improvements in the processes. 

Although the amounts are huge, 
private investment in such plants is not 
out of the range of future possibility. 
Mr. Lilienthal writes: “A more im- 
portant and creative opportunity lies in 
the designing and building of atomic 
machines by private concerns, with 
their own funds. One is a machine, 
called a reactor, to produce electric 
power, which might also produce plu- 
tonium while it produces power.” To 
this end a good many provisions of the 
law must be changed, to improve the 
climate for private effort in this area; 
there would have to be a complete re- 
vision of the patent laws to provide the 
needed incentive; and the present 
political veto over scientific and indus- 
trial advance must be eliminated. Also, 
tax allowances must be given to com- 
panies which successfully pioneer in 
atomic development. 


ere reactors in particular Mr. 
Lilienthal’s Collier's article ob- 
serves : 

“Atomic reactors, heretofore built 
for the government with public funds 
or now under design, cost millions of 
dollars. Whether reactors need to cost 
nearly so much is one of the important 
things industrial competition will prob- 
ably establish. 

“One such experimental reactor I 
have suggested for private investment 
would produce electric power, but is so 
designed that it will also produce plu- 
tonium as a by-product. The builder 
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of the reactor would use, or sell, the 
electricity. An example of an oppor- 
tunity for such an operation is phos- 
phate fertilizer production, using the 
electric furnace method, in the power- 
short Idaho-Utah region that is rich 
in phosphate ore. Aluminum produc- 
tion, which requires great amounts of 
electricity, preferably near the supply 
of bauxite, might prove to be another 
such example. 

“The important thing about the 
building of such a reactor—important 
for the country as well as industry— 
would be this: For the first time an 
atomic industrial machine would be 
built with the builder's own money. 


ce HE first breath of the tonic air 

of competition would blow 
through the atomic industry. With its 
own dollars—not the government’s— 
at stake, industry would assign its 
very best men to these tasks. The heat 
would be on. The industrial atom 
would really start to roll. This would 
not be wholly because of the pressure 
of costs and the desire for profits. The 
fun would be back in this particular 
venture, the wartime hang-over of 
‘cost plus’ would ease off ; pioneering 
gumption and a sense for costs would 
return. ... 

“In the considerable job of actually 
creating these reactors, finding ma- 
terials that will perform under these 
new conditions, getting the ‘bugs’ and 
the high costs out of them, as well as in 
using them day by day, ideas would 
start rising all through American in- 
dustry even as life stirs under the 
spring sun after the long dormancy of 
winter. 

“The building of these reactors by 
private industry would, of course, re- 
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Mars Can Be Mother of Invention, Too 


<4 HE consensus of those close to the work on the atom in this 

country is that atomic power for industry sometime is likely, 

but that it is yet many years away. However, the very preoccupation 

with military aspects and the intensification of the disturbed relations 

with communist nations may produce unforeseen progress in the non- 
military applications, including power.” 





quire substantial amounts of atomic 
materials. Reliable American com- 
panies ought to have a right to buy 
and to own such materials in any 
amount reasonable for research, de- 
velopment, or power purposes. The 
law might specify as a ceiling the max- 
imum percentage of the total supply of 
uranium which should be in private 
ownership, but certainly if that per- 
centage is fixed conservatively that ma- 
terial will do at least as much for the 
national security if used for develop- 
ing the industrial atom as would the 
same amount in atomic or superatomic 
bombs. 

“The government, of course, should 
keep close track of all atomic materials 
owned privately. And, of course, the 
government’s right to take possession 
of any private atomic material at any 
time, paying compensation afterward 
and not as a precondition, ought to be 
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made part of each sales transaction.” 


Power Plant Problems 


A VERY large part of the develop- 
ment costs of other “new era” 
industries such as aviation and syn- 
thetics (notably rubber) has been 
borne by other industries. Unless part 
of the cost of nuclear power develop- 
ment can be borne by such other indus- 
tries, it may be impossible to proceed. 

The problems to be faced in design- 
ing and operating an atomic power 
plant are multiple and forbidding. 
They have been well presented by 
Ward F. Davidson of the Consolidated 
Edison Company of New York, Inc., 
in his article in Pusiic Urixitties 
FoRTNIGHTLY, January 5, 1950. Mr. 
Davidson’s main observations are con- 
densed below : 

The hope of large-scale power pro- 
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duction rests heavily on the possibility 
of developing successful breeder re- 
actors, and this in turn poses big en- 
gineering problems. The need to limit 
neutron loss leads to a reactor of 
spherical or cubic shape and one large 
one rather than several smaller ones. 
For the necessary sensitive control sys- 
tem several new sensing elements and 
primary detectors must be devised. 
The structural materials must be stable 
under radiation and their absorption 
of neutrons low. To sustain a chain re- 
action the loss of neutrons must be 
kept low, yet for this purpose most 
common engineering materials must 
be rejected. 

Finding a suitable heat-transfer 
medium or media is not easy. A two- 
stage system seems unavoidable. An- 
other essential is adequate shielding 
to protect both personnel and equip- 
ment against radiation. Access doors 
and openings must avoid structural 
change and deterioration. 



















|. Mr. Davidson’s opinion, it prob- 
ably will be many years before the 
full possibilities of the gas turbine can 
be utilized in atomic power. The tur- 
bine and generator can be quite con- 
ventional, the latter however present- 
ing some new design problems. Es- 
pecially, it will have to be free from 
leakage to insure against contamina- 
tion of the steam. 

Before any of the suggested heat- 
transfer fluids can be used, extensive 
and complex performance and engi- 
neering studies must be made. Among 
the fluids usable are helium, water, 
molten cadmium, molten lead, etc. 

For structural materials all the 
metals commonly used in engineering 
are open to major objections. Those 
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believed usable—beryllium, titanium, 
molybdenum, tantalum, etc.—may be 
prohibitively costly. Use of ceramics 
presents separate problems. 

Among other problems listed by Mr. 
Davidson is providing in the reactor 
for the removal of fission products and 
replenishment of the supply of fission- 
able materials. Continuous feeding and 
purging are the desideratum but how 
they can be achieved is not yet clear. 
It is not just a question of a mechan- 
ism, but of designing a reactor which 
lends itself to such processes. There 
must be special tools for maintenance 
and repair and provision for treating 
the depleted charge removed from the 
reactor to salvage the unspent fission- 
able materials and safely dispose of the 
unusable wastes. 


| power use, the problem of con- 
trolling atomic reaction is most 
complex. It may be necessary for the 
first installations to be operated so as 
to feed the power generated into a sys- 
tem having other generating capacity 
which can absorb the variations. Few 
pieces of auxiliary equipment common- 
ly used elsewhere—fans, flow meters, 
pumps, heat exchangers, etc.—can be 
used without very extensive modifi- 
cation. 

Plant costs and fixed charges will be 
more like those of hydroelectric than 
fuel-burning installations, even though 
the “fuel” cost of a reactor may be 
negligible. 

And there will be another heavy 
cost. Since no atomic reactor could 
today be placed in a populous area for 
fear of accidental release of radioac- 
tivity, larger transmission costs would 
offset some of the advantages of lower 
generation costs. 
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Waste Disposal 


oy Ampeawe radioactive wastes in the 
atomic energy program is the 
subject of a special pamphlet published 
by the AEC and available at 15 cents 
from the Superintendent of Docu- 
ments. Gaseous, liquid, and solid 
wastes appear at each of the various 
“hot” steps in the atomic energy proc- 
ess. Reactor operators need to be 
familiar with the handling of radio- 
active water, air, and solids, including 
radioactive scrap metal and discarded 
motors, valves, piping, and even build- 


ings. 


Mr. Pike’s Opinion: Cost May Be 
Prohibitive 


i the spring of 1948 AEC Commis- 
sioner Sumner T. Pike estimated 
that it would be from five to fifteen 
years before atomic power from nu- 
clear reactors would enter into compe- 
tition with other sources of power. En- 
tering into the question are both the 
formidable technical problems and the 
economic cost of reactor operation for 
private account. Even if the technical 
problems are all licked, the cost of op- 
eration may be out of the question. 
Mr. Pike’s discussion of this angle is 
worth quoting here. He said: 

“... let us try to examine the... 
question . . . I suppose it is a fair ap- 


= 


proximation to say that the cost of 
power from any source is made up of 
its capital cost, its operating cost, and 
depreciation or obsolescence. Hydro- 
electric power, as we know, normally 
has a high capital cost, a very small 
operating cost, very small deprecia- 
tion, and since a good hydroelectric 
plant operates close to top theoretical 
efficiency, almost no obsolescence. A 
steam plant—and now we are talking 
about the boiler end of the steam plant, 
since the nuclear reactor as power pro- 
ducer is merely the boiler end of the 
plant—the steam plant has character- 
istically a low capital cost, a high op- 
erating cost, largely for fuel consump- 
tion, and a medium rate of deprecia- 
tion or obsolescence which, since the 
initial capital cost is quite low, has 
little effect on the ultimate cost of pow- 
er. Until we have made a machine that 
will operate at all, we can’t have any 
accurate idea of the capital cost. Any 
cost estimates based on the presently 
available scanty data would indicate 
that at the beginning the capital cost 
would be so high that if even there 
were no operating or depreciation fac- 
tors, interest charges alone would take 
the atomic power plant out of compe- 
tition with present methods of power 
production. 

“This, however, should not be taker. 
very seriously because as soon as the 


the generation of electricity, a legion of problems must be 


q “BEFORE atomic energy can be harnessed for utility use in 


solved: problems of research and techniques, the cost of 
which is fabulous ; problems of construction, coolants, waste 
disposal, etc.; and problems of national security. For in 
many cases the atomic counterpart of the ashes discarded 
by steam plants will be fissionable materials, the most power- 
ful explosives known to man.’ 
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first practical working prototype is in 
operation, then the matter of capital 
costs can and will be seriously at- 
tacked. If previous history is any in- 
dication, good research development 
and engineering skill will effect radical 
reductions. Operating costs will prob- 
ably be high in the first instance. Only 
the future can tell about the cost of 
fuel. If exploration for large deposits 
of uranium is successful, which is a 
reasonable hope, operating costs for 
fuel can be pulled down into the prac- 
ticable range. This is a question which 
only time and effort can solve and 
effort is being expended in search. La- 
bor costs on nuclear reactors will tend 
to be high at first, but as we work 
from the experimental zone it should 
be lowered gradually. When it comes 
to depreciation and obsolescence, we 
can expect to have very high rates at 
first and have no reasonable hope of 


expecting ever to get down to the low 
rates applicable to hydroelectric pow- 
er production.” 


Hafstad Also Cautious on Cost 


AWRENCE R. Harstap, director, 
AEC Division of Reactor Devel- 
opment, is very cautious in approach- 
ing the economic possibilities of 
atomic energy. He does not look for 
any revolutionary savings, even if the 
supply of fissionable material is great- 
ly expanded. In addressing the Soci- 
ety of Automotive Engineers this 
year, Mr. Hafstad ventured some 
not-too-encouraging estimates, saying, 
“Let us assume that the cost of 
uranium fuel is zero, that peace un- 
expectedly breaks out, and that fis- 
sionable material is available as war 
surplus! Then reminding you again 
that all we produce in a reactor is heat, 
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you will note that all we can replace 
with nuclear energy components in the 
conventional steam power plant is the 
fire box and boiler. All the heat trans- 
fer apparatus, the turbines, the genera- 
tors, and the distribution system re- 
main the same. In this regard, a rough 
figure to carry in mind is that even if 
power could be put on the bus bars at 
the central station at zero cost, the 
costs of distribution are such that the 
cost to the consumer would be reduced 
only by 25 per cent to 35 per cent. The 
fondest hopes for civilian atomic en- 
ergy must therefore be expected to 
produce savings somewhat less than 
this and can hardly be expected to be 
really revolutionary.” 


Large Reactor Most Promising 
For Utilities 


A to where we may look for the first 
industrially applicable use of 
atomic energy, Mr. Pike has stated: 

“The heavy shielding required for 
protection against health hazards 
would seem to eliminate in the present 
state of knowledge any use of atomic 
power for small, mobile units. But for 
a use like that of ship propulsion where 
the added weight of the plant might be 
more than offset by elimination of vast 
quantities of fuel for long voyages, 
atomic power looks quite promising. 
One would be inclined to guess that, at 
first, successful use might come for 
naval propulsion where the ability to 
keep at sea for long periods without 
refueling might well outweigh higher 
unit operating costs. For use on land, 
considering the weight and bulk of the 
necessary installations, a large reactor 
comparing in output with some of the 
largest central stations now being built, 
would have the best promise of rea- 
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No Quick Transition to Atomic Power 


aia) > sede ver we have public utilities using atomic energy, enormous 

technical problems must be licked and, what is just as important, 

costs must be tremendously reduced. From what we have seen to date 

present sources of power are not likely soon to be endangered by atomic 
competition.” 





sonable costs. In such a case it would 
come into direct competition with 
present sources of power. If it ever is 
to compete at all it is clear that where 
coal or its equivalent costs $20 a ton, 
atomic power will be used long before 


it will be considered in areas where 
coal costs are $6. To try to look far- 
ther ahead gets us more and more into 
a fog.” 


Still Many Years Away 


r. Enrico Fermi of the Institute 

for Nuclear Studies, University 

of Chicago, formerly with the Man- 

hattan project and later a member of 

AEC’s general advisory committee, 
stated in July, 1949: 

“At the end of 1946 one thing was 
clear, and it is clear now, that energy 
could be produced—after all energy 
had been produced. It was not clear to 
anybody how energy could be pro- 
duced in an economical way except for 
the fact that it was the general con- 
sensus .. . that the problems would be 
solvable . . . There has also been a cer- 
tain overemphasis built up as to the 
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immediateness of this program, 
through statements of people who 
thought they were informed and, per- 
haps, were not extremely well-in- 
formed. 

“The reactor problems indeed were 
more difficult than had been estimated 
and, unfortunately, complete solu- 
tions are not yet available. In spite of 
that, I would want to go on record 
with the statement that very substan- 
tial progress has been made in ironing 
out that great mass of detail which, in 
a technical problem of this magnitude, 
constitutes the core of the develop- 
ment. .. . I do not expect extremely 
startling industrial results for at least 
very, very many years to come, but I 
am reasonably confident that progress 
will come and that there will be in the 
not too distant future something more 
concrete to point to than general 
technical progress.” 

Dr. Fermi’s appraisal of the com- 
mercial possibilities is in general 
shared by Philip Sporn, president of 
the American Gas & Electric Service 
Corporation. Last fall Mr. Sporn 
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prophesied that we may have a reactor 
producing electric power in from six 
to ten years and some commercial gen- 
eration of nuclear power within an- 
other four or five years after that, but 
only in the sense of more or less regu- 
lar operation day in and day out. Mr. 
Sporn cannot imagine nuclear fuel as 
a significant competitor of coal earlier 
than fifteen to twenty-five years from 
now. 


If the Atom Works, What Next? 


AST year, in addressing the National 
Coal Association, Mr. Sporn 
offered some interesting conjectures 
as to the possible effects of cheaper 
power on different industries, assum- 
ing what cannot certainly be assumed 
at this stage, that the cost of atomic 
power will be right. From Mr. Sporn’s 
address we quote: 

“In the event that cheaper electric 
power can be achieved through the use 
of atomic energy, several industries 
might well be stimulated. Examples 
are: reduction of magnesium and alu- 
minum, refining of copper, production 
of cement, chlorine, and caustic soda, 
electric furnace operation like the 
production of graphite, carborundum, 
calcium carbide, phosphoric acid, fer- 
ro-alloys, and electric steel. All these 
operations are characterized by a high 
figure of kilowatt hours per week per 
worker and a relatively low figure of 
wages per kilowatt hour used. 

“To put it another way, power costs 
in these industries represent a substan- 
tial percentage of total cost—as con- 
trasted with a relatively minor per- 
centage in most industries—so that 
any appreciable reduction in power 
costs will materially reduce cost of 
product. The resultant application or 
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use is bound to be stimulated. . . . The 
displacement of other forms of energy 
by atomic energy in such industries 
will be indirect—atomic fuel will dis- 
place coal, or gas, or oil in new plants, 
or in rebuilt old plants; or white coal 
in hydro plants that might otherwise 
be built. 

“Some new electric processes might 
also be developed if atomic power is 
cheap enough: electric melting of gen- 
eral purpose glass, for example; or 
direct reduction of iron by electric 
processes; certain kiln operations 
might be electrified. 

“Whether or not atomic power will 
stimulate these existing processes or 
encourage the developments of such 
new ones will depend on cost. Now 
what are the major economic factors 
in a nuclear reactor as an electric pow- 
er producer? You will recall that in 
a nuclear reactor, we burn uranium or 
plutonium with neutrons, and I am 
going to assume that ‘breeding’ has 
been successfully developed. When 
that has been accomplished, one 
pound of ordinary uranium will be 
able to do the work of 1,500 tons of 
13,000 sru per pound of coal. Under 
these conditions, the direct fuel cost 
will approach the cost of white coal-— 
almost zero. 


na the cost of generating power 
were dependent only on the 
price of fuel, here would be a power 
Utopia, indeed. But the processing of 
the fuel will involve elaborate and 
therefore relatively expensive chemi- 
cal operations. And so, the capital 
costs of the chemical plant, the nuclear 
reactor, and the steam and electrical 
portions of the complete atomic power 
plant are bound to be the dominant 
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portions of the cost of electrical en- 
ergy at the point of generation... . 
The total cost of electric energy at the 
switchboard will have to include some 
operating and maintenance costs and 
some value for cost of fuel. At best, it 
may be substantially zero. But the 
actual costs of fuel can likewise not be 
estimated with any accuracy until the 
breeding phase of the present reactor 
program is more fully developed. 

“These two unknown factors con- 
stitute the principal barrier to any 
sound engineering appraisal of the 
economics of nuclear fuel utilization: 
lack of engineering knowledge on 
many phases of reactor design, con- 
struction, and operation, which makes 
it impossible to estimate the capital 
costs of a reactor plant—and lack of 
knowledge and _ practicability of 
breeding, which makes it impossible 
to estimate the fuel costs.” 


Conclusions 


O” review of the published state- 
ments of various experts in the 
field leads to the conclusion that the 
use of atomic energy in commerce and 
industry lies in the indefinite future. 
For the present, research and experi- 
ment in the field of fission must con- 
centrate on military ends exclusively. 
Any industrially applicable results of 
the work will be by-products. 


While the Russian atomic explo- 
sion has removed the need for much 
of the secrécy that has heretoforesbeen 
official policy, if Mr. Lilienthal is right 
there must be new legislation before 
private enterprise will be tempted to 
take up the atom as a source of elec- 
tric power. Our industrial and mili- 
tary history shows that this country’s 
technical advances have come, not out 
of government laboratories but from 
private profit-seeking efforts. Barring 
an unforeseen end to the international 
political impasse on the atom bomb, it 
may be a long time before the Con- 
gress follows the former AEC chair- 
man’s advice. 

The consensus of those close to the 
work on the atom in this country is 
that atomic power for industry some- 
time is likely, but that it is yet many 
years away. However, the very pre- 
occupation with military aspects and 
the intensification of the disturbed re- 
lations with communist nations may 
produce unforeseen progress in the 
nonmilitary applications, including 
power. 

Before we have public utilities using 
atomic energy, enormous technical 
problems must be licked and, what is 
just as important, costs must be tre- 
mendously reduced. From what we 
have seen to date present sources of 
power are not likely soon to be en- 
dangered by atomic competition. 





<4 HE trouble with these planning gentlemen is their ob- 

session that decisions must be made consciously by some 
individual or some group and these decisions, they think, de- 
termine the future. The real situation is that in the free market 
decisions are not made by someone looking into a crystal ball. 
They are made by everybody and the managers of enterprise, 
big and little, adapt and adjust themselves.” 
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—EbpIToRIAL STATEMENT, 
The Wall Street Journal. 
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Intramural Problems in 
Nebraska’s Public Power 


Nebraska, the nation’s all-public-power state, presents an interesting 
paradox in public ownership development. Apparently the lowest electric 
rates are being offered by municipalities which are not a part of 
Nebraska’s public power system, but which have their own independently 
operated facilities, Municipalities which are not part of the Nebraska 
public power system, but which have their own independently operated 
facilities, claimed, therefore, lower rates than some members of the 
system. This author, a veteran Nebraska editor, gives us some back- 
ground on problems which have grown up within the orbit of Nebraska’s 
public power development. 


By HARRY T. DOBBINS* 


the Nebraska Public Power Sys- 

tem have brought into focus a 
situation unparalleled in the field of 
public utility operation. The custom- 
ers of what is generally called “the sys- 
tem” include the Consumers Public 
Power District, twenty-seven borrow- 
ers of the Rural Electrification Ad- 
ministration (commonly called the 
“rurals”), and eight municipalities. 
These are all members of the system’s 
management boards. In these boards 
rests the ultimate authority to deter- 
mine the expenditures of the system 
and what financing programs should 
be adopted to provide future capital. 
In operation this means they have a 
controlling influence in the fixing of 


Y Sue shifting financial fortunes of 


*For personal note, see “Pages with the 
Editors.’ 
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the rates charged for service to them. 
In return the Consumers and the 
rurals have agreed to guarantee the 
financial stability of the system, which 
carries a bonded debt in excess of $50,- 
000,000, by paying the full cost of pro- 
duction of the power purchased by 
them, including depreciation. 
Economic conditions compelled the 
making of this pact. The customers 
were faced with mounting demands 
for current which the system was un- 
able to fully meet. It sought to relieve 
the situation by borrowing $10,000,- 
000 of private capital, giving a first 
lien on revenues, to build a steam 
plant at Bellevue on the Missouri riv- 
er, but ran out of money before this 
could be completed. In its operations 
it was not earning a sufficient sum to 
meet all of its obligations, and because 
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of this and its checkered financial 
career was unable to borrow the large 
sums necessary. 

Consumers and the rural power dis- 
tricts decided the time had come to 
take over if they were to be assured of 
an adequate power supply from the 
only sources to which they could turn. 


Fieve months of negotiation, a 10- 
year plan was worked out by 
which the system’s financial structure 
was rehabilitated and the necessary ad- 
ditional funds made available. This 
contained provisions for a fluctuating 
cost of service yearly adjustment so 
that the system’s revenues would be 
adequate to cover all operating ex- 
penses and leave net revenues before 
depreciation equal to 1.35 times the an- 
nual debt service cost, the .35 addi- 
tional coverage being available for re- 
newals, replacements, and minor plant 
extensions. 

To relieve the pressure upon the two 
districts, the Federal Works Agency 
reduced the interest rate on the $20,- 
300,000 of bonds it held from 4 per 
cent to 2.50 per cent and took an open- 
end mortgage. The Rural Electrifica- 
tion Administration loaned $8,412,- 
000 at 2 per cent, with a provision that 
if the system had to pay a higher rate 
for other capital its bills should be 
credited with the difference in rates. 
Refinancing was completed by bor- 
rowing from eastern bonding syndi- 
cates, which had previously loaned 
$10,000,000 to construct the Bellevue 
plant, an additional $14,700,000 at 
3.25 per cent interest. 

The proceeds of these loans are 
being used to increase production 
capacity of the Bellevue plant to 90,- 
000 kilowatts, enlarging that of a 
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plant at Lincoln leased from Consum- 
ers, and for the construction of addi- 
tional and larger transmission lines. 
Paid out of them also was $800,000 
for the interest of Central Nebraska 
District in the system and $1,000,000 
loaned by Consumers to keep Bellevue 
construction going after the proceeds 
of the private loan had been exhaust- 
ed. 

Management of the hydro plants is 
in the hands of two groups, the budget 
board and the planning board. The 
former board is made up of the ex- 
ecutive director and the controller, 
both of them appointed by the two hy- 
dro districts making up the system, 
and the three largest buyers, meaning 
Consumers, rurals, and municipalities. 
The planning board of five is made up 
of two representatives of the hydros 
and three of its customers. Through 
their control of these two boards the 
customers fix the amount of the an- 
nual expenditures which in turn de- 
termine their rates, as well as protect- 
ing themselves against unwise plan- 
ning in connection with expansion of 
facilities and mismanagement. 


HE one unhappy member of the 

customer trio is the group of 
municipalities, eight in number, four 
of which supplement their own pro- 
duction by system purchases and four 
buying their all. While given mem- 
bership on both boards these munici- 
palities are denied voting power in 
budget making until their combined 
purchases are 15 per cent of system 
production. At present they buy 8 per 
cent. They also claim to be discrimi- 
nated against, because in the operation 
of the rate schedules they pay the high- 
est rate. 
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Spokesmen for the municipalities 
say that the negotiations which 
brought about the present setup were 
conducted with such secrecy that they 
did not discover what was going on 
until months had passed and then only 
by accident. They said out loud that 
unless complete codperation were 
established between the various agen- 
cies the state would be certain to take 
over and combine them into a single 
agency. 

After numerous conferences a com- 
promise was effected, but when the 
municipalities discovered that REA 
was Offering to sell the city of Broken 
Bow, at less than the system rate 
charged them, they summarily ended 
negotiations. They followed this up 
with an application to the Interior 
Department for separate allocation of 
power from the Bureau of Reclama- 
tion. The bureau had previously in- 
formed the warring parties that it was 
obligated to distribute energy from the 
gigantic Fort Randall installation to 
whatever public power groups made 
application, even though this meant 
construction of competing lines into 
and in the state. 


HOMAS R. PANSING, chairman of 
the power committee of the 
League of Nebraska Municipalities, 
points out that Fort Randall power 
will cost only 5.5 mills per kilowatt 
hour delivered at Columbus, the site of 
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the Loup river development, and to 
this cheap rate would be added a por- 
tion of the very substantial cost of 
hydro financing. He quotes bureau offi- 
cers as saying in Iowa and South Da- 
kota, where private companies will 
likely end up by transmitting power to 
rural districts and municipalities, the 
ultimate cost of Fort Randall to the re- 
tailing agency will be substantially less 
than in Nebraska, where the service is 
performed by public agencies alone. 
He says this thought is distasteful to 
the bureau officials who are justly 
proud of their cheap power. 

There are three basic rate schedules. 
One of these fixes rates for noncost 
of service sales to any electric utility 
service. Consumers operates under 
the optional rate of $1.50 per kilowatt 
of billing demand, with monthly en- 
ergy ranging from 10 mills for the 
first 25 kilowatt hours to 3.50 mills 
for all over a million kilowatt hours. 
As its demand is around 30,000,000 
kilowatt hours per month, the 3.50 
rate applies to all purchases. 

The third schedule was specifically 
set up for rural district purchases. It is 
like that used by Consumers in that it 
fluctuates with the cost of service, but 
differs in that the rate does not vary 
with the volume of power purchased 
each month from the 3.5 mills charge 
regardless of the size of demand. 

Adoption of this schedule has in- 
creased the rate charged Consumers 





ing, and at the present time approximately $80,000,000 


q “RuRAL electrification in Nebraska has been rapidly expand- 


of the $100,000,000 earmarked for the state has been 
expended in serving in excess of 65,000 farms. In addition 
it supplies at wholesale several small isolated communities.” 
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from 7.188 mills to 8.482 mills; that 
of the rurals from 8.777 mills to 10.20 
mills; and that of municipalities from 
10.7 mills to 12.67 mills. In turn this 
forced Consumers to readjust rates to 
a number of the municipalities it 
serves. 

This has resulted in a strange situa- 
tion: The lowest rate towns in Ne- 
braska are those which are not a part 
of the Nebraska Public Power System, 
but those which have their own inde- 
pendently operated, highly efficient 
municipal facilities. Approximately 
60 cities and towns are not connected 
with the system. They supply their 
own demands. 


HE accuracy of the rate formula 

is attested by the report of opera- 
tions of the system for the first three 
moriths of the year. It has gross rev- 
enues of $1,799,463, net operating 
revenues of $564,416, and expended 
$572,153 for debt service. The deficit 
of $7,707 was largely caused by coal 
purchases in winter months. 

For construction of the three hydro- 
electric plants approved in the early 
thirties the Public Works Administra- 
tion contributed a cash grant of $25,- 
000,000 and loaned $45,000,000, tak- 
ing a 4 per cent 40-year bond issue as 
security. When they were finished the 
cost was so great that the operators 
were unable to interest the private 
companies in the rates they had to 
charge to make them going concerns. 

The Platte Valley Public Power 
and Irrigation District was the first 
one to be completed. It was financed 
by a Federal loan of $9,775,000 and a 
cash grant of approximately two mil- 
lions. It has a built-in capacity of 
26,310 kilowatts. In addition to man- 


ufacturing power it supplies water to 
several existing large irrigation dis- 
tricts. Subsequently, it acquired elec- 
tric distribution facilities at McCook 
and Gothenburg which it operates as 
separate financial entities. Shortly 
after the main plant was finished a 
huge siphon broke and it cost a million 
dollars to replace it. 

Loup River is purely a power proj- 
ect, the profits of which were to be 
used in helping reduce irrigation costs 
elsewhere. It was financed by Federal 
loans totaling slightly in excess of 
$10,000,000 and a cash grant of $4.,- 
900,000. It has a generating capacity 
of 48,150 kilowatts. Operation has 
been greatly hampered by siltage, and 
dependence is largely on river flow. 

When these two were completed 
spokesmen for the private companies 
then supplying approximately 87 per 
cent of the state’s demand announced 
that as their own demands increased 
they would utilize hydro production 
instead of adding to their own facili- 
ties and to save on fuel costs. 


., aamerey after these two develop- 
ments were begun the late Senator 
George W. Norris, implacable foe of 
the power companies, intent on driv- 
ing them out of business in Nebraska, 
entered the picture. Through his in- 
fluence with the Federal administra- 
tion during the first and second Roose- 
velt administrations, he secured Fed- 
eral funds to the extent of $36,000,- 
000. Forty per cent of this was a cash 
grant, for the construction of Central 
Nebraska Public Power and Irrigation 
District. It has a rated capacity of 54,- 
000 kilowatts. This plant was com- 
pleted in 1941. 

Its original cost was increased by 
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Local Control of Public Power 


¢€¢ ALtTHouGH the publicly owned electric facilities are statewide, 
they are not owned by the state, nor is there any state or other 
centralized authority exercising control. These are owned and managed 
by the more than thirty districts, each of which is a complete inde- 
pendent legal entity and without any legal connection with one another 
save as where they have entered into voluntary contracts.” 





several millions, expenditure of which 
was made necessary to take care 
of threatened damage from wave 
movement on its 23-mile long and 4- 
mile wide reservoir lake. It was con- 
structed to provide water for 500,000 
acres of farm land, but a supreme 
court decision forbidding diversion of 
Platte river waters into the Republican 
river watershed, limited it to 200,000 
acres, of which 84,000 acres are being 
served. 

Under pressure from the Federal 
Works Agency, their creditor, the 
three districts established in 1940 the 
Nebraska Public Power System. 


Each retained its separate legal entity, 
but their operations were integrated, 
all power being placed in a single pool 
and sold from it. After paying operat- 
ing expenses and interest the residue 
was divided among the three on a debt 
service basis. 


In the spring of 1949 Central Ne- 
braska withdrew from the system and 
now operates as a separate unit. The 
directors took the position that it 
could not properly develop local irri- 
gation areas while remaining as a part 
of a general electric generating and 
distribution agency miles away. It 
contracted to sell to the system its 
production at a rate of 6 mills. This 
gives it an annual power income of ap- 
proximately $1,500,000, sufficient to 
pay interest and principal instalments 
on its government loan, which also 
bears 2.50 per cent and operating ex- 
penses, leaving a reasonable margin 
for development of additional irriga- 
tion areas. It had irrigation revenues 
in 1949 of $213,000. 

With only skeleton revenues the 
system was unable to meet the obliga- 
tions of the original 40-year bond is- 
sues. In 1944 these were refinanced on 
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a 60-year basis, with interest rates 
fixed on a sliding scale beginning with 
a fourth of one per cent, averaging 4 
per cent over the period. 


¢ somne Pusitic Power Dis- 
TRICT was organized in 1939 to 
acquire private companies and thus 
create a market for the hydros which, 
until that time, had little success in 
marketing their output except as dump 
power replacing fuel generation and 
yielding relatively low rates insuffi- 
cient to meet their financial commit- 
ments. Between then and 1942 Con- 
sumers purchased fourteen of the pri- 
vate companies, then under the threat 
of the Holding Company Act, at more 
than generous figures in most in- 
stances. 

In payment for the purchases, bonds 
were issued and sold to private bond- 
ing syndicates in the sum of $45,000,- 
000. Later these were refunded, and 
now bear an interest rate of a little 
over 2 per cent. Through retirements 
and including new improvement bonds 
issued, the total outstanding at the end 
of 1949 had been reduced to $39,554,- 
000. 

Revenues for 1949 were $10,063,- 
249, an increase of 8 per cent over the 
preceding year. Net revenues were 
$1,288,307, available for bond retire- 
ments and additions and betterments. 
Bond redemptions in 1949 totaled $1,- 
021,000. 

The district serves over 103,000 cus- 
tomers in 356 cities and towns, 57 of 
them at wholesale. 

Through the purchase of private 
company properties, Consumers ac- 
quired production facilities aggregat- 
ing 50,000 kilowatts, and promptly 
leased four-fifths of this capacity to 
AUG. 31, 1950 


the system for $270,000 a year. Half 
of the remainder is kept in production 
and the remainder is in stand-by con- 
dition. 

Nebraska Power Company, which 
supplied Omaha and _ surrounding 
territory, held out until December, 
1946. Then its properties were sold to 
a locally organized district for $43,- 
000,000. 

The Omaha District has never had 
any substantial concern with the gen- 
eral power arrangement for the re- 
mainder of the state. It has a large 
generating capacity of its own, and is 
expanding this to the point where 
eventually it will have no need to make 
outside purchases. At the present time 
it has a contract to pay $40,000 a year 
for system current, and to supply the 
latter in the event of emergency. 

The district has an outstanding 
bonded indebtedness of $52,000,000, 
carrying rates ranging from 1.5 per 
cent to 4 per cent for short-term issues. 
In 1949 it had revenues of $13,202,- 
000, and net earnings of $2,314,000. 
It paid $985,000 in lieu of taxes. It 
serves 92,000 patrons. 


| ane electrification in Nebraska 
has been rapidly expanding, and 
at the present time approximately 
$80,000,000 of the $100,000,000 ear- 
marked for the state has been expend- 
ed in serving in excess of 65,000 
farms. In addition it supplies at whole- 
sale several small isolated communi- 
ties. 

A threat to the continuance of the 
present setup is contained in the pre- 
view of plans for the Bureau of Recla- 
mation which contemplate construc- 
tion of a large network of hydroelec- 
tric plants in connection with the con- 
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struction of the Nebraska section of 
the Pick-Sloan Missouri basin de- 
velopment. It entered the picture years 
ago when it built dams in Wyoming in 
connection with Nebraska irrigation 
works, and from these it now supplies 
electric energy to the western system 
of the Consumers, unconnected with 
its eastern operations. 

Its new plans contemplate the 
abandonment of the main generating 
plant of the Loup River Public Power 
District. Reclamation engineers pro- 
pose a substitute plant located at an- 
other point as being more efficient and 
enduring, since silting at the Loup 
river development has become a major 
threat to its continuance as a full pro- 
duction unit. As the Reclamation 
Bureau has a record of insisting upon 
occupying the driver’s seat, the specter 
of an all-powerful Federal agency 
looms. 

In spite of the fact that the main 
purpose of those responsible for the 
state’s entry into the field of public 
power was to develop hydroelectric en- 
ergy in connection with extension of 
irrigated areas, the use of steam pow- 
er to insure steady flow of current is 
rapidly increasing. This is attributed 
to the damage from silt and seepage 
that threaten continued production 
and place limits on the amount of pow- 
er the hydros can supply. 

At the present time the state’s elec- 
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pay the same amount as was 
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tric demands are supplied on the basis 
of 30 per cent hydro generation and 
70 per cent steam. When the new 
steam plants get into full production 
the percentages will be 25 and 75 per 
cent. 


oe the publicly owned elec- 
tric facilities are statewide, they 
are not owned by the state, nor is 
there any state or other centralized 
authority exercising control. These 
are owned and managed by the more 
than thirty districts, each of which is 
a complete independent legal entity 
and without any legal connection with 
one another save as where they have 
entered into voluntary contracts. 

All are organized under the same 
law, and one may be set up by a vote of 
15 per cent of the voters living in any 
political subdivision, no matter how 
small, and are authorized to operate 
both within and without its immediate 
territory. 

While the hydros, by supreme court 
edict, are tax-free, the Consumers and 
Omaha districts are required by law 
to pay the same amount as was as- 
sessed against the properties while in 
private hands, but pay nothing on add- 
ed properties. Freedom from Federal 
taxes and other imposts formed a large 
factor in their ability to carry on in the 
past a policy of rate reduction. 

R. L. Schaht, general manager of 
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“WHILE the hydros, by supreme court edict, are tax-free, 
the Consumers and Omaha districts are required by law to 


assessed against the properties 


while in private hands, but pay nothing on added properties. 
Freedom from Federal taxes and other imposts formed a 
large factor in their ability to carry on in the past a policy 


of rate reduction.” 





293 AUG. 31, 1950 








PUBLIC UTILITIES FORTNIGHTLY 


Consumers, estimates that the reduc- 
tions put into effect in the last ten years 
represent a savings to patrons of $1,- 
107,267 a year compared to those in 
effect when the private companies 
were in operation. In 1949 the Omaha 
District put into effect new rates total- 
ing $1,250,000 less a year. 

How heavily tax exemptions weigh 
may be inferred from the fact that the 
national average of taxes to operating 
revenues is 19.25 per cent, while that 
of Consumers is but 3.2 per cent and 
that of the hydros .24 per cent. These 
compare with 19.5 per cent for the 
Public Service Company of Colorado 
and 20.5 per cent for Iowa Power & 
Light Company in adjoining states. 
Taxes to utility plant are .7 per cent 
for Consumers, 5.9 per cent for Pub- 
lic Service, and 5.4 per cent for the 
Iowa Company. Taxes to net income 
—Consumers 11.2 per cent, Colorado 
121.3 per cent, and Iowa 90.5 per cent. 


HE setting up of a complete public 
power grid came about without 
any preconceived, ordered plans, with- 
out any concerted public demand, and 
without a vote of the people. It was 


the by-product of legislation secured 
in 1933 by irrigation-minded farmers 
in the central section of the state who 
were sold on the idea that costs of 
getting water to their lands would be 
greatly lessened by power revenues, 
This legislation set up the necessary 
machinery, thitherto lacking, for fi- 
nancing construction from Federal 
funds waiting to be borrowed for 
make-work purposes. 

The primary purpose was to lessen 
the costs of irrigation through profit- 
able power operations. Under the 
present setup the system earns no 
profits by reason of its agreement to 
sell all production at cost. 

The amazing paradox of the entire 
program is that while the title to all of 
the properties involved rests in the 
public and that by law can never re- 
vert to private ownership, it owes its 
present operation as a going concern 
to private capital investment, almost 
entirely in the form of revenue bonds. 

Including the hundred million bor- 
rowed to finance municipal plant con- 
struction, private capital contributions 
total $240,000,000 and Federal loans 
$160,000,000. 





Helping the Worker to a Better Life 


¢¢ PNvustrRiacists have done an excellent job of managing 
the physical factories, but they have neglected the job of 
managing the spiritual or phantom factories which also exist. 
“In the physical plant men work to earn a living, but at the 
same time in the phantom plant they work to make a life. . . . 
Our greatest assets are the men and women who work in our 
plants. How weak we are as managers if, able as we are to 
manage the physical plant, we prove incapable of providing the 
kind of leadership that can help these men and women to find 
in our industries the kind of life they need.” 


—WaALLAcE F. BENNETT, 


President, National Association 


of Manufacturers. 
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Private Communications for 
Public Education 


The average person casually thinks of the telephone in terms 

of conventional service. Not so generally known, however, is 

a large body of supplementary communication services. One 

little known but notable application gaining wide acclaim is 

the adaptation of the office intercommunication device for edu- 
cational purposes. 


By FRANKLIN J. TOBEY, JR.* 


ENEWAL of war activities has 
R’ once again brought the spot- 
light of military and civilian 
attention to the broad field of com- 
munications. The importance of com- 
munications in military activity is 
underlined in every dispatch from the 
fighting front. But this has always 
been so since the beginning of military 
history. 

What may be overlooked, in the 
sudden wartime application of new 
techniques in well-known forms of 
communication such as the telephone, 
are the practice and research that have 
been going on for years for ordinary 
peacetime civilian special communica- 
tion services. When a multi-starred 
officer at the Pentagon building takes 
his telephone in hand, to address a 


*Associate editor, Pustic Utiities Forr- 
NIGHTLY. 
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suddenly organized conference of 
dozens of other high-ranking officers 
in scattered spots over the country, and 
perhaps on foreign soil, he is using the 
same type of facilities which the com- 
munications industry has worked out 
for peacetime business conferences. It 
is the same type of equipment, perhaps, 
being used for even such an important 
but far more peaceful purpose as the 
education of our children. 

The average person may casually 
think of the telephone as a stereo- 
typed central station service conducted 
upon a company-subscriber relation- 
ship basis, for which he is eventually 
to pay his monthly bill. It is not so 
generally known, however, that be- 
yond the immediate and customary 
service of the telephone company, 
there has grown up a large and im- 
portant body of supplementary private 
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communication services, each with 
their own special facilities. 


f pan better-known examples of 
communications systems of this 
general type are (1) the office inter- 
communication system, the business 
manager’s step saver, (2) the voice- 
paging communication system familiar 
to every person who has had reason 
to step inside a hospital, and (3) the 
industrial music system which has 
come into vogue in many establish- 
ments where the nature of the work, 
and the job surroundings, will permit. 

A fourth and more recent variant 
is one with special educational appli- 
cations. School attendance by wire is 
one of the latest developments in this 
line. It permits the child in a wheel 
chair, and even the child confined to 
bed, although miles away from the 
schoolroom, to be in full-time class 
“attendance.”” He may hear his teacher 
instructing and questioning the other 
pupils, his classmates’ replies, and he 
may recite when called upon in turn. 

This aid is an adaptation of the ordi- 
nary commercial intercommunication 
system. An instrument resembling a 
small radio set is placed in the child’s 
room. A similar instrument is placed 
in the schoolroom, either on the teach- 
er’s desk or in any other convenient 
location. The two are joined by means 
of wires leased from the telephone 
company. Executone, Inc., has pio- 
neered in this field and now manufac- 
tures this equipment exclusively for 
the telephone companies of the Bell 
system. 

The unit for the student’s home is a 
7” x 7” x 5” walnut-finished cabinet 
weighing under five pounds and is in- 
stalled near enough to permit easy 
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operation of its switch. It is equipped 
with a cord and plug for connection 
to the domestic electric supply. The 
classroom pick-up and reproducer unit, 
contained in a metal housing 6” x 6” x 
4” and weighing but four pounds, 
terminates in a cord and plug permit- 
ting its connection to a receptacle wired 
to the school amplifier unit which may 
be in any convenient location. No 
commercial power is required for this 
unit. Such.an arrangement permits 
moving the unit from one schoolroom 
to another as occasion requires. Each 
room is equipped permanently only 
with the receptacle wired to the ampli- 
fier. In both the home and classroom 
sets, a single unit serves as both micro- 
phone and loud-speaker. 


HUs an amplifier and a combina- 

tion loud-speaker-microphone is 
provided both in the school and at the 
bedside of the student, connected by 
a wire leased from the telephone com- 
pany. Speech can flow in only one di- 
rection at a time. This is normally 
from the school to the student. By op- 
erating a listen-talk switch on his loud- 
speaker set, the student can reverse 
the direction of the speech flow to 
permit his recitations or comments to 
be heard in the schoolroom. As soon 
as the student is through talking, he 
releases his switch which returns to 
the normal listening position. The 
school amplifier unit, mentioned above 
in connection with the classroom unit, 
is larger than the other units, since it 
includes a relay that reverses the direc- 
tion of the amplifier under control of 
the switch at the student’s end. It de- 
rives 50 volts pc from the commercial 
power supply for operating the control 
circuit. 
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Use of this system is not limited to 
a single student. Where more than one 
home-bound student is to take part in 
the class work, the private telephone 
lines are multiplied at the central 
office. Under these conditions, all out- 
students hear what goes on in the class- 
room and also are able to hear the 
other home-bound students speak. 


The development of such a system 
was an interest of the Bell Telephone 
Laboratories before World War II, 
but the project was interrupted during 
that period due to a shortage of equip- 
ment and communication facilities. 
After the war the project was revived. 
Bell system companies have been in- 
formed by American Telephone and 
Telegraph Company of the availability 
of this auxiliary service and as to its 
capabilities and field of use. The rates 
for this service vary slightly in differ- 
ent areas, usually in the neighborhood 
of $15 per month, depending upon the 
distances involved. Installations are 
made for periods of not less than six 
months and there is a moderate initial 
installation charge. The service has 
proved especially valuable to students 
of high-school age. Here, the shifting 
from one classroom to another, as is 
frequently the case, does not result in 
an educational “blackout” for the 
shut-in student. As the class moves 
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“THE average person may casually think of the telephone 
as a stereotyped central station service conducted upon a 
company-subscriber relationship basis, for which he is 
eventually to pay his monthly bill. It is not so generally 
known, however, that beyond the immediate and customary 
service of the telephone company, there has grown up a 
large and important body of supplementary private com- 
munication services, each with their own special facilities.” 
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from one room the school station is 
disconnected and carried to the next 
class on the student’s schedule where 
it is plugged into the nearest prewired 
outlet. Contact is reéstablished im- 
mediately upon resumption of school 
work. 


Hes spent two months last sum- 
mer in an orthopedic hospital, 
this writer can report, at firsthand, on 
the educational problem presented by 
poliomyelitis, or infantile paralysis, as 
it is more commonly known. The 
county supplied a teacher who came 
to the children’s ward several times a 
week, if not daily, and conducted 
“classes.” She had to work virtually 
on an individual basis, giving new as- 
signments and passing on work as- 
signed earlier. It is a most difficult job. 
The teacher in a hospital usually finds 
herself faced with the task of teaching 
children from widely different back- 
grounds. Their ages are varied. Their 
school attendance has been irregular. 
They frequently have personality 
problems more complicated than other 
pupils. 

This is not to belittle this good 
work; hospital teaching can be un- 
usually rewarding, in spite of its diffi- 
culty. The teacher can do much to 
bring security to the child, and keep 
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him from worrying about falling be- 
hind in school. She can introduce to 
the child who has experienced school, 
one thoroughly familiar feature of his 
previous life, perhaps the most familiar 
the hospital has to offer—the school. 
And she can give him something to 
think about besides his illness. This is 
an important phase of the psychologi- 
cal treatment for the polio victim, or 
for that matter the rheumatic fever 
victim. When the child has become an 
out-patient this advantage could easily 
be lost and personality damage result, 
if there were nothing to fill this void in 
the shut-in’s existence at home. In 
some places full-time or part-time 
teachers are sent to the homes of 
handicapped children. If there are 
many such in a given locality this can 
be a very expensive undertaking. The 
two-way system of telephone com- 
munication fits nicely into this situa- 
tion and in many cases its introduction 
produces economies in such special 
educational programs. This may solve 
embarrassing problems for school au- 
thorities who do not have sufficient 
funds to provide proper coverage with 
visiting teachers, especially in rural, 
widely scattered areas. The visiting 
teacher cannot be entirely replaced by 
this technological development nor is 
that the intention, but fewer personal 
visits would be required and one teach- 
er could therefore serve more students, 
thus relieving the acute shortage of 
visiting teachers. 

At the same time the benefits to the 
child of daily contacts with his class- 
mates are tremendous. 


. I ‘HE home instructor can spend at 
a maximum about five hours per 
week with each student and as an 
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average much less. Between visits 
there is either listlessness or uninspired 
self-study. Use of the remote control 
system is a near substitute for actual 
class attendance, with the benefits of 
complete curriculum, daily instruction 
on the same basis as other students, 
and the satisfaction of “belonging” ; of 
being a participating member of the 
class group. Where the system has 
been given a thorough trial, marked 
therapeutic values are reported, men- 
tal stimulation and emotional release 
replace lethargy and sense of confine- 
ment. 


HERE are, of course, limitations to 

the use of the device. The plan 
would very likely not be effective in the 
case of a child of such immature years 
or mentality for whom it would be an 
impossibility to visualize classroom 
procedure, or to interpret instructions 
or discussion as heard over the teach- 
ing device. From a more basic me- 
chanical standpoint, the shut-in’s home 
must be electrically equipped and 
within feasible distance of telephone 
connections. 

This new plan for providing home- 
bound children with classroom-type 
instruction full time merits investiga- 
tion and at least experimental installa- 
tion on the part of school authorities, 
in the view of educators who have 
given it a thorough trial. The method 
already has spread to the states of 
California, Louisiana, Minnesota, Ne- 
braska, Texas, Oklahoma, Illinois, 
Michigan, Wisconsin, North Dakota, 
Wyoming, Kentucky, Pennsylvania, 
and Delaware. Many boards of educa- 
tion are now applying to state and city 
governments for appropriations for 
this purpose. 
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City Gets Interested in Shut-in Education 


74 A SPECIAL educational program using the school-to-home equip- 

ment is to be tested this coming fall by the city of St. Louts, 
Missouri. The program, which will keep shut-in public school students 
in daily touch with their classes through the two-way telephone com- 
munication device, is estimated to cost about the same as that involved 
in the present system of sending 18 full-time or part-time teachers to 


the homes of convalescing students. The present cost . . 


. ts about 


$400 per pupil.” 





The state of Iowa was the first to 
adopt this new method of special edu- 
cation under the original sponsorship 
of W. A. WinterStein, director of the 
state’s special education division. In 
an article appearing in The Crippled 
Child magazine, October, 1949, issue, 
J. M. Parker, Iowa state superintend- 
ent of public instruction, and W. A. 
WinterStein state : 


The mental and spiritual stimulation 
that instills the will to live and fight, 
and contributes so much to eventual 
recovery is enhanced by the electronic 
school-to-home system which brings 
the shut-in child’s classroom right to 
his bedside. The shut-in students be- 
come so enthusiastic that they partici- 
pate in school events with an intense 
vigor that relieves their overburdened 
minds and bodies of the weight of 
physical ailments. 


I the ten years since this system of 
instruction was pioneered in Iowa, 
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according to WinterStein, 1,000 chil- 
dren have received all or part of their 
education via school-to-home equip- 
ment. Three high-school students be- 
came victims of the 1940 polio 
epidemic. Using two-way teaching 
equipment each was able to carry a 
full load of school work. Each in a 
separate community led his class in 
scholarship. One Mason City boy, who 
never saw the inside of his school, so 
won the respect and admiration of his 
classmates that they elected him presi- 
dent of his class. 

A Des Moines high-school girl con- 
tracted polio in 1944 and became so 
incapacitated that her schooling would 
have been ended except for her good 
fortune in obtaining the use of a 
school-to-home system as soon as her 
doctors said she could safely be active 
again. In June, 1948, she graduated 
without ever visiting her school in per- 
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son. The electrical teaching device 
helped lift the strain of her long con- 
finement from her family. 


XN Clinton, Iowa, a 10-year-old girl 
fell from a cliff and was seriously 
injured. Her elaborate system of casts 
kept her in bed for over eight months. 
Nevertheless she hardly missed a day 
of her fifth-grade class work, keeping 
in constant contact through this elec- 
trical system. 

Another girl, a sixteen year old on 
a farm at Ottumwa, Iowa, was pre- 
vented by arthritis from leaving her 
home. Her two-way teaching system, 
originally installed when she was 
twelve years old, required 14 miles of 
special telephone line construction as 
her farm had no previous service con- 
nection. Later, to connect her with 
junior high school, another two miles 
of poles and wire had to be erected. 
Her parents, the school authorities, 
and the telephone company, all felt it 
was well worth the special effort, how- 
ever. The girl maintained honor grades 
throughout this schooling-by-proxy. 

Another lad, with an electrical 
teaching device provided by the super- 
intendent of parochial schools of the 
Catholic Diocese of Des Moines, kept 
up with his class at St. Anthony’s 
school in spite of confinement to bed 
with an acute hip infection. 

The Minnesota Society for Crippled 
Children and Adults provided a boy in 
Blue Earth, Minnesota, who was a vic- 
tim of cerebral palsy, with a school-to- 
home system. While he was a grade- 
school pupil and. all classes were 
conducted in the same room, he was 
able to go to school. Now he “attends” 
his high-school classes by wire and is 
a consistent A or B student. 
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NCIDENTALLY, it will be recalled that 
the telephone itself was invented 
quite accidentally during experimenta- 
tion with a “Phono-Autograph” to 
help guide the deaf in proper speech. 
In fact, Alexander Graham Bell’s 
father, Melville, in Edinburgh, Scot- 
land, devised a method of “visible 
speech” and Alexander’s grandfather, 
also an elocution teacher, was particu- 
larly interested in stammerers and stu- 
dents suffering from various speech 
defects. Thus, the aspirations of three 
generations of men, whose lives were 
devoted to aiding the handicapped, 
have been fulfilled with this new meth- 
od of special education which utilizes 
the facilities of the modern telephone. 
One of the original Iowa students 
who “pioneered” in the use of the 
electrical school-to-home equipment is 
Verna Slaughter. Stricken with polio 
in 1944, Verna has used her bedroom 
as a classroom since 1945. She has 
graduated from high school with the 
aid of this device. She is one of several 
students using the system in Des 
Moines. “It was all pretty strange at 
first,” she recalled. “But once you get 
used to it, it’s much easier than going 
to school. You just sit up in bed and 
turn the dial. You don’t have to get 
up—or worry about what to wear.” 
The system Verna used as a high- 
school student was installed with the 
aid of her father, V. W. Slaughter, an 
employee of the Northwestern Bell 
Telephone Company. 

Tommy Jones of Kewanee, Illinois, 
was stricken with polio when he was 
a student in the eighth grade of Visita- 
tion school in Kewanee. He did a part 
of his ninth-grade work at St. Francis 
hospital in Peoria and after his return 
to Kewanee through tutors sent to his 
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home from among the members of the 
Kewanee High School faculty. His 
tenth and eleventh years’ work were 
done through similar methods. During 
his final year the school-to-home 
equipment was provided. Tommy took 
the following subjects: college Eng- 
lish, second-year Latin, contemporary 
literature, and junior business train- 
ing. Through the use of the intercom- 
munication unit he was even able to 
take part successfully in assembly pro- 
grams, including school contests offer- 
ing prizes for properly answered ques- 
tions. Tommy graduated on June 2nd 
of this year. 


A= educational program us- 
ing the school-to-home equipment 
is to be tested this coming fall by the 
city of St. Louis, Missouri. The pro- 
gram, which will keep shut-in public 
school students in daily touch with 


their classes through the two-way tele- 
phone communication device, is esti- 
mated to cost about the same as that 
involved in the present system of send- 
ing 18 full-time or part-time teachers 
to the homes of convalescing students. 
The present cost, according to Schools 
Superintendent P. J. Hickey, is about 
$400 per pupil. 

According to The Telephone News, 
which carried an article late this spring 
on “Shut-ins Taught by Telephone,” 
recent installations have been made in 
Washington county, Pennsylvania, 
and at Clarion, and Wilmington, Del- 
aware. Here both telephone officials 
and state educators are watching the 
results. Douglas Bowman, supervisor 
of special education for Washington 
county, Pennsylvania, termed it an im- 
portant forward step in view of the 
growing recognition that education 
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must parallel medical treatment of the 
home-bound child. 


HE first public demonstration in 

New York city of the two-way 
communication between school and 
home via telephone wire, was made 
from the stage of the grand ballroom 
in the Hotel Commodore and the 
Washington Irving Public High 
School one and a half miles away. On 
the stage in the ballroom, Ann Louise 
of Milford, Connecticut, a polio vic- 
tim, actively participated in a history 
class at the school via use of the 
speaker-microphone intercommunicat- 
ing system. The demonstration was 
made during the annual convention of 
the National Society for Crippled 
Children and Adults. Ann Louise was 
brought from Connecticut for the con- 
vention by her state society which has 
codrdinated its efforts with those of 
the National Foundation for Infantile 
Paralysis and other local agencies to 
assist in the rehabilitation of the handi- 
capped. The demonstration marked 
the first time such equipment was being 
generally made available through tele- 
phone companies on a rental basis. It 
was made possible by the New York 
Telephone Company, the Bell system, 
and Executone, Inc. 

One of the speakers at the conven- 
tion, Dr. John J. Lee, dean of the 
Graduate School of Wayne University 
(Detroit) and president of the Na- 
tional Society, said: 

One of the devices which the Na- 
tional Society has found helpful in the 
education field of equipment to work 
with teachers and to keep the child in 
contact with his classroom and class- 
mates is this school-to-home communi- 
cation system. It is sponsored by the 
National Society as part of its program 
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to develop new services and extend 
and supplement existing services, thus 
filling — not replacing —the unmet 
needs of handicapped children. 


The new setup with the telephone 
companies, which now make it avail- 
able on a rental basis, offers many 
possibilities in the future for states 
where educational programs for 
handicapped children have not been de- 
veloped because of lack of funds, Dr. 
Lee stated. “We are striving,” he 
added, “to make this special education 
project available to more children at 
home, in convalescent homes, and in 
special instances in hospitals.” 


H far such an aid may be applied 
to similar or paralleling circum- 
stances is a question which is raised 
by the case history of Bobbie D. Grid- 
ley. He “attended” school through use 
of the two-way telephone communica- 
tion device in February, 1948, in the 
eleventh grade at East High School, 
Des Moines, Iowa. He is now a gradu- 
ate and is interested in the study of 
law, and wants to make that field his 
life work. A friend has loaned him a 
set of law books which he has read 
from cover to cover. Part of the time 


in high school he was able to attend 
classes through the use of the school’s 
freight elevator, but he is grateful to 
his school-home communication device 
for making it possible to follow 
through on the other subjects he 
needed. The equipment, he says, has 
made it possible for him to continue 
his education and secure the knowledge 
in the subjects he needs for his law 
career. One thing, he says, that the 
device needs is a television view plate 
—he had a very attractive Latin teach- 
er and he felt completely left out! 

Bobbie’s interest in law gives rise 
to the question of using this device in 
higher education. There seems little 
reason to doubt that the method can be 
applied successfully to college lecture 
courses. 

Just how far this might go is 
open to question. Conceivably it 
would not be practical in certain 
courses requiring vision, or laboratory 
courses requiring each individual to 
conduct experiments after setting up 
the required apparatus. For Bobbie, 
who wants to study law, there would 
be every possibility that he could go 
ahead with his plans and continue his 
schooling in absentia. 





id | this system [national socialist planning] a network of 
bureaus armed with oppressive authority will swarm 
over the whole apparatus of the private sector of the system 
and exhausting taxes will drain to the dregs the profits of 
this sector to support the ever-expanding socialized sector. The 
operation of this sort of society will force the most fundamental 
alterations in our political system, because it must be obvious 
to the most casual student that the American political system 
is utterly unsuited to such a society.” 

—Excerpt from “The Road Ahead” 


by John T. Flynn. 
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Washington and the 
Utilities 


National Security Tied to Public 
Power 


oe Department of Interior, strong- 
est bidder for wartime controls over 
electric power, natural gas, oil, and solid 
fuels, has now moved to focus attention of 
Congress and the public on existing and 
proposed Bureau of Reclamation hydro- 
electric projects and their position in any 
war effort. 

As Congress swung into debate on the 
Defense Production Act of 1950 which 
would give the President almost un- 
limited controls over the nation’s 
economy, Interior Secretary Chapman 
released a press statement linking 
Reclamation’s hydro capacity—present 
and projected—to our national security 
effort. He said that power production, 
which hit a new peak on Reclamation 
projects during the fiscal year ended 
June 30th, already is heading for a new 
high mark this fiscal year “as national 
security efforts are stepped up.” 

Reporting that Reclamation would in- 
stall 663,100 kilowatts of capacity during 
the current year, Chapman observed, 
“Now, as we head into a changeover to 
production for national defense, these 
great power producers on our western 
rivers will prove their worth again as 
they did in the last war.” 

This seems at least a suggestion to Con- 
gress that continued appropriations for 
construction of public power projects 
would not be frowned upon by the In- 
terior Department. Chapman furnished 
a tabulation of operating and authorized 
Reclamation projects with their present 
and ultimate installed generating capaci- 
ties. This table revealed present installed 
capacity as 3,312,257 kilowatts, and an 
ultimate electric power capacity of 7,- 
419,507 kilowatts. 
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| is not probable that Congress will be 
very enthusiastic over such stepped-up 
spending on the domestic front, unless 
the agency can present convincing proof 
that contemplated projects, or expansion 
of existing ones, are in the direct interest 
of war mobilization. 

In the meanwhile, there have been two 
indications that Interior has, for the 
present at least, the “inside track” in its 
contest for wartime utility controls. Sec- 
retary of Commerce Charles Sawyer, 
recently testifying before a Senate com- 
mittee on the Defense Production Act of 
1950, replying to a query by Senator 
Sparkman (Democrat, Alabama) on the 
problems of electric power allocation, 
said, “I assume that would be done by the 
Interior Department which has been 
closely in touch with that.” 

In addition to the Sawyer comment, 
Interior Department officials take the 
view that since their agency has made 
close studies of the problems of gas, oil, 
and coal, it is logical that it take over con- 
trol of electric power, especially since it 
is the Federal agency now having the 
responsibility for direct Federal power 
distribution and marketing. 

There also is some off-the-record in- 
dication that Interior would just as soon 
forestall the resurrection of any such 
agency as the old War Production 
Board’s Office of War Utilities, which 
existed during World War II. In the 
meantime, the Federal Power Commis- 
sion, the government’s normal regulatory 
agency for interstate gas and electric 
operations, does not appear very much 
in the running. 

It is possible that before the question 
of which Federal agency shall exercise 
the controls is decided, the general 
jurisdictional question between Interior 
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and the FPC over paramount hydroelec- 
tric licensing authority will spill over into 
the President’s lap for final adjudication. 

Both Chapman and FPC Chairman 
Wallgren have personal connections with 
the White House. 


¥ 


REA Looks toward a Generating- 
Transmission Program 


WARE that some slowdown will be 
necessary during the war period, 
Rural Electrification Administration of- 
ficials are looking toward bigger, broader 
fields that are not strictly “rural electrifi- 
cation,” at least in the sense of rural 
distribution of power. Their views are 
certain to conflict with those who feel that 
generation and transmission of power is 
a job for private enterprise. (See “REA 
Enters a New Phase,” page 229, August 
17th issue. ) 

REA seems to be looking toward a 
relatively permanent generating and 
transmission (“super co-op”) program, 
as distinguished from purely rural dis- 
tribution. This is borne out by recent 
REA studies soon to be released. 

Setting out that farm power consump- 
tion has moved from an annual average 
of 759 kilowatt hours per farm in 1935 
to 3,054 in 1948, REA Administrator 
Claude R. Wickard now estimates that 
within the next five years 3,000,000 REA 
consumers will need an increase of 5 bil- 
lion kilowatt hours in their yearly supply. 

REA officials do not believe private 
industry can handle this future load. 


a 


Taxes 


ITH the enactment of the Defense 
Production Act of 1950, giving the 
President almost unlimited controls over 
industry and the nation’s economy, at- 
tention has been focused on the House- 
passed tax bill, now before the Senate 
Finance Committee. The question upper- 
most in the minds of utilities and other 
corporation executives is, “Will there be 
an excess profits tax, now or later?” 
It can be definitely said that an excess 
profits levy this year is “out of the pic- 
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ture.” Senate Finance Committee Chair- 
man Walter F. George (Democrat, 
Georgia) has declared against it at this 
time, and has hinted that he would be 
slow to approve such a tax, even next 
year. 

The White House has_ supported 
George in his opposition to the excess 
profits levy at this time. President Tru- 
man, although pressing for higher per- 
sonal and corporate income taxes effec- 
tive not later than October Ist, stated at 
a recent press conference that he did not 
deem the excess levy to be needed now. 

Opposing George and the White 
House is Senator Joseph C. O’Mahoney 
(Democrat, Wyoming), who insists that 
an excess profits levy, retroactive to Jan- 
uary Ist of this year, is immediately nec- 
essary to combat inflation and to give 
the government needed revenue in the 
war effort. 

> 


WRPC Report 


HE President’s Water Resources 

Policy Commission, its hearings in 
various parts of the country completed, 
is working at top speed to complete its 
report by the December Ist deadline set 
by President Truman when he created 
the body by executive order this past 
spring. 

At this point there is no intimation 
from members of the commission what 
the general tenor of the report will be, 
or what recommendations will be made. 
However, it is to be borne in mind that 
the chairman, Morris Llewellyn Cooke, 
and Leland Olds, commissioner in charge 
of planning, are staunch advocates of 
public power. 

The commission, which was created 
to gather material and enlightening argu- 
ments for the valley authority idea, if it 
correctly evaluates opinions as gathered 
at various “on-the-spot” hearings, may 
find itself in the interesting position 
of having to report that sentiment in the 
different watersheds, or basins, strongly 
favors that water resources developments 
be undertaken by state and local bodies 
with a minimum of Federal “codpera- 
tion.” 
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Exchange Calls 


And Gossip 


No Radio, TV Curbs Expected 


HAIRMAN Wayne Coy, of the Fed- 
C eral Communications Commission, 
recently said he foresaw no need for cur- 
tailment of radio and television broadcast- 
ing in a military emergency. Should the 
need arise, Coy asserted his belief that 
nothing beyond the self-imposed controls 
of World War II would be required. He 
said he had no plans for recommending 
anything more stringent than those. 

Chairman Coy rnade his statements be- 
fore a closed meeting of the National As- 
sociation of Broadcasters’ board of di- 
rectors, which later made public an ab- 
stract of his remarks. 

In the last war, construction of new 
broadcasting stations was frozen and all 
overseas broadcasting was subjected to 
strict government supervision, but do- 
mestic radio continued on a nearly normal 
basis, subject only to the voluntary 
censorship of news relating to military 
matters which applied also to newspapers. 

On orders from military district com- 
manders, broadcasting stations were 
sometimes required to go off the air dur- 
ing blackout periods for air-raid practice. 

Coy’s assurances to the industry ap- 
parently were intended to answer un- 
official reports that broadcasting might 
have to be cut down in order to avoid the 
use of radio station beams for enemy- 
guided missiles or other air-directed 
attack. 

The NAB board members, led by Jus- 
tin Miller, association president, called 
at the White House after their closed ses- 
sion to advise Dr. John R. Steelman, 
presidential adviser, of a resolution 
adopted by the directors pledging the as- 
sociation to adopt “all measures neces- 
sary to insure the national security.” 


i was announced after the board meet- 
ing that the Broadcast Advertising 
Bureau, which has long functioned within 
NAB as an advertising sales organiza- 
tion, will next year split off into an in- 
dependent organization devoted to pro- 
moting advertising on aural radio. BAB 
spokesmen, noting the growing competi- 
tion of television for broadcasting adver- 
tising, said the bureau felt that standard 
and FM radio require special sales effort 
at this time. 

The NAB board announced that if 
television interests should feel it neces- 
sary to have a special advertising serv- 
ice, the association “will consider special 
promotion” in this field. 


. 


FCC “Reform” Bill 

EARINGS on the McFarland Bill (S 

1973), to amend the Federal Com- 
munications Act, were opened early this 
month by the House Interstate and For- 
eign Commerce Committee. The bill, 
which may be slipped through Congress 
with little opposition, requires reorgani- 
zation and “reform” of the Federal Com- 
munications Commission. It passed the 
Senate in August, 1949, and has since 
been awaiting House action. The House 
has not previously seriously considered 
the bill on its merits. 

Last month a modified form of the Mc- 
Farland Bill was reported to the Senate 
as a rider attached to a House-approved 
bill (HR 4251) to permit the FCC to 
acquire land for radio monitoring instal- 
lations. The Senate approved this com- 
bination measure with its McFarland Bill 
rider by a voice vote. This action, in ef- 
fect, placed the decision as to the final 
form of this legislation in the hands of 
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Senate-House conferees, thus avoiding 
general floor debate in the House of Rep- 
resentatives. 

The FCC has practically completed its 
own internal reorganization program 
along lines similar to those proposed in 
the McFarland Bill. This move made by 
the commission was intended to drain 
off some of the steam behind the bill. The 
purpose of FCC “voluntary” reorganiza- 
tion is to rearrange the commission’s 
work along “functional” lines, so as to 
separate radio-television regulation from 
common carrier telephone-telegraph 
regulation. This is in contrast with “oc- 
cupational” divisions classifying the FCC 
work along such professional lines as ac- 
counting, law, engineering, etc. This shift 
was expected to remove the bottleneck 
created by FCC’s legal staff, and there- 
by speed action on matters pending before 
the commission. 

FCC’s self-conducted internal reforms 
have not produced this desired result in 
the view of many on the commission staff. 
Some believe that the FCC has snarled 
up its own procedures. Whether the pas- 
sage of the McFarland Bill in modified 
form will untangle this situation is open 
to question. The Senate Interstate Com- 
merce Committee believes that definite 
legislation is needed and that complete 
discretion should not be left to FCC legal 
advisers, who tend to get into protracted 
discussions and disputes. 

The FCC is of the opinion that internal 
structure is a matter for commission 
rather than congressional action. 


* 


FCC Speeds Disaster Network 


vo FCC was recently reported to be 
speeding its plans to set up a na- 
tional disaster network, because of the 
troubled world situation. Proposed tech- 
nical rules were announced, and, “because 
of the urgency of the matter,” those in- 
terested were requested to make their 
comments and recommendations before 
September 15th. 

The proposal for a “disaster communi- 
cation service” was discussed by repre- 
sentatives of the armed services, the 
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broadcasting industry, and the FCC early 
in June. Plans for the emergency network 
did not then involve its establishment at 
any particular time. However, the com- 
mission says subsequent pressure of re- 
cent world events makes the early estab- 
lishment of such a service “both highly 
desirable and necessary.” 

Through the program, the commission 
would license the many amateur stations, 
and the stations of the commercial serv- 
ices, to coOperate with the armed services 
stations when an emergency arose. The 
“emergency linkage” would be brought 
into action when regular broadcasting 
facilities were “not available.” 

Broadcasting frequencies from 1,750 
through 1,800 kilocycles have been set 
apart for exclusive use of the proposed 
service. It would be operated on a na- 
tional basis, or in a regional setup, in case 
of emergencies such as armed attacks, 
earthquakes, hurricanes, or floods. 

In the announcement the FCC said 
communications concerning relief and 
rescue, and also government orders, 
would have top priority. 

No particular opposition to the pro- 
posal was expected, although various 
suggestions were antipicated. 


¥ 
City Drops Rate Fight 


i City, Missouri, recently 
abandoned its legal fight against 
rate increases totaling $6,900,000 granted 
in Missouri operations of the Southwest- 
ern Bell Telephone Company. 

By unanimous vote of the city council, 
the city’s special utilities counselor, 
Jerome M. Joffee, was instructed to with- 
draw a pending suit in the Cole County 
Circuit Court protesting against a rate 
increase granted March 10, 1949. He also 
was instructed not to file a planned ap- 
peal from a second increase granted more 
recently. 

Spokesmen said the council based its 
decision on an opinion of its public utility 
committee, which felt prolonged legal 
controversy might bring a delay in 
planned service improvements by the 
telephone company. 
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Financial News 
and Comment 


By OWEN ELY 


Utilities the Most Highly Taxed 
Industries in Wartime in 
Relation to Revenues 


A shown in the chart, page 309, the 
wartime burden of Federal taxa- 
tion is apt to be much heavier for utility 
companies in relation to gross revenues 
than for other industries. In 1945 the 
telephone and telegraph companies had 
to pay out nearly 11 per cent of their 
revenue dollar in Federal taxes on in- 
come, the electric and gas utilities 8.6 
per cent, and the natural gas pipelines 8 
per cent. The only industry with a simi- 
larly high load was the printing and pub- 
lishing business. The mining, oil, coal, 
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construction, and merchandising indus- 
tries, along with food and tobacco, got 
off quite lightly. 

This furnishes another reason for the 
revamping of Federal tax policies toward 
the regulated industries, which operate 
under fixed prices in wartime and cannot 
“profiteer”—while many other industries 
can raise prices and increase profits in 
line with the general inflationary trend. 
Utilities not only make a very narrow 
margin of profit on their additional sales 
attributable to increased defense activity, 
but must bear the burden of higher costs 
for fuel and metals, as well as wage de- 
mands to offset the higher cost of living. 
Theoretically, they can obtain offsetting 
rate increases, but these are apt to prove 
slow and inadequate. 


¥ 
The Coming Tax Burden 


HE latest word from Washington in- 

dicates that the proposed 45 per 
cent corporate income tax rate will only 
be applied to earnings of the last half 
of the year, which would mean a reduc- 
tion of only about 5 to 6 per cent in this 
year’s earnings available for common 
stock. This can easily be absorbed, but 
the real test comes next year, and that is 
what the stock market is discounting. 

It would seem a fairly simple matter. 
to estimate the effects of a 45 per cent 
rate next year, but such individual figures 
as have appeared are not always con- 
sistent. Thus, Southwestern Public Serv- 
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ice estimates that a 45 per cent rate if 
applicable to the calendar year 1950 
would reduce its earnings only about 9 
cents (on the split-up stock) or less than 
7 per cent. On the other hand, Northern 
Indiana Public Service figures a loss of 
23 cents or over 10 per cent (based on 
estimated calendar year earnings of 
$2.20). Pacific Gas and Electric, whose 
earnings are estimated at $2.70 on aver- 
age shares outstanding for the twelve 
months ended June 30th by Blyth & Co., 
estimates that it would lose 40 cents a 
share (on average shares) with a 45 per 
cent rate, or a decrease in earnings of 15 
per cent. Thus the estimates of the effects 
of this tax range from 7 to 15 per cent. 
Figures in the accompanying table are 
derived from estimates prepared by 
Shields & Company. The average reduc- 
tion in common share earnings for the 
companies listed would be 12 to 13 per 
cent for the 45 per cent tax, and 21 per 
cent for the 50 per cent rate. 


| pomone of the complexity of the old 
excess profits tax law, few companies 
have yet completed (or in any event re- 
leased) their estimates of possible effects 
on 1951 earnings of a new excess profits 
tax. It is hoped that the industry may 
avoid EPT, as a regulated industry—but 
if not, that the tax will be streamlined so 
as to eliminate the worst inequalities of 
the old law and lighten the utility load 
somewhat. For one large company which 
has prepared such an estimate, the re- 
duction from 1950 common stock earn- 
ings, due to a combined 45 per cent cor- 
porate tax and old-style EPT, would 
approximate 28 per cent. Informal esti- 
mates prepared for several other utilities 
indicate reductions of 13 to 27 per cent. 
Obviously, such an over-all jump in 
taxes would endanger a great many 
utility dividends. A 12 per cent reduc- 
tion in earnings resulting from a 45 per 
cent tax rate (alone) could perhaps be 
absorbed by most companies by moving 
_ the dividend pay-out percentage from 70 
to 80 per cent, it is estimated. Assuming 
that the industry was willing to do this, 
and with some help from anticipated 
gains in earnings over the next twelve 
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months, probably only a few companies 
would have to make dividend readjust- 
ments. Even some companies with high 
pay-outs have been giving informal as- 
surances to Wall Street utility analysts 
that their present dividend rates should 
be secure with a 45 per cent or even a 
50 per cent corporate rate. But it is ob- 
vious that with EPT, an over-all cut ot 
20 to 30 per cent in utility net available 
for common dividends would in many 
cases wipe out the margin of safety for 
dividends. 

The record of average dividend pay-out 
for the electric power and light industry 
(Federal Power Commission figures) 
has been as follows during 1939-49: 


Balance Earned 
For Common Common 
Stock Dividends 
(Millions of Dollars) 


Pay-out 
Per- 


Years centage 


1949 . 

1948 .... 
ee 
Se Oe 353 
2 eee 295 
on 281 
1943 .... 286 
IZ .... 279 
eee 310 
os Me 324 
BP ese. 320 


$449 
395 
398 


411 


te EPT was in force during 1941- 
45 with the worst effects (so far as 
electric utilities were concerned) in 
1943-44. In 1943 EPT amounted to 
$188,000,000 and in 1944 $186,000,000. 
However, the burden would have been 
much heavier if utilities had not been 
able to make substantial charge-offs in 
“lieu” of Federal income taxes, partly 
through refunding operations, and partly 
by other methods. Thus in the year 1945, 
14 out of 36 large electric utilities were 
able to avoid payment of EPT altogether. 
With the refunding program largely out 
of the way now, it is doubtful to what 
extent special charges could be set up, 
unless the government again allows ac- 
celerated depreciation of new facilities. 
Such depreciation was allowed during 
World War II, but construction was not 
very large at that time. Now such an 
allowance would be a substantial aid in 
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tax saving—though of course taxes might 
be heavier in some future period as a 
result. 


} 1939-40 the dividend pay-out al- 
ready was fairly heavy ; and while the 
average 77 per cent rate was retained 
through 1943, the utilities apparently 
felt the need of conserving cash for 
needed construction in 1944-46 so that 
the percentage declined in those years. 
(Little or no equity financing was then 
being done.) In 1940-42, with the im- 
position of EPT, net income dropped 
$63,000,000 (15 per cent) and common 
dividends dropped $45,000,000 (14 per 
cent). 

At the present time, the utilities 
are apparently still hopeful of doing 
equity financing in connection with their 
heavy construction program, and hence 
it seems likely that they will make every 
effort to maintain dividend rates so far 
as reasonably possible. 

Greater reassurances to investors that 
dividend cuts will not be deep or wide- 
spread in 1951 would go far toward im- 
proving investor confidence in utility 
stocks and permit the resumption of the 
equity financing which, sooner or later, 
will be necessary to maintain a sound 
capital structure for the industry during 
the continued period of heavy construc- 
tion. 

The issue is largely in the hands 
of Congress and the administration. 


* 


1950 Utility Financing—Tax 
Problems Slow Program 


er to the compilation by Ebas- 
co Services, Inc., total utility fi- 
nancing in the first half of 1950 aggre- 
gated $1,833,000,000—an increase of 
$467,000,000 over last year. New-money 
offerings totaled $1,119,000,000 com- 
pared with $1,150,000,000 in 1949, but 
refunding operations amounted to $596,- 
000,000 compared with only $116,000,000 
last year, thus accounting for the increase 
in the over-all figure. Electric utilities did 
about 10 per cent less new-money financ- 
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ing than last year, but on the other hand 
the natural gas companies were in the 
market for larger sums. 

Of the total financing 65 per cent was 
in bonds and debentures, 14 per cent pre- 
ferred stock, and 21 per cent common 
stock. Because of the improved market 
for preferred stocks, resulting from a 
stronger bond market, the amount of pre- 
ferred stock financing was about double 
that of the first half of 1949. 

Slightly less than half the total financ- 
ing was effected through competitive 
bidding—negotiated and private sales in- 
creased moderately over last year. Of 
the common stock financing, about 61 
per cent was done through subscription 
offerings to common stockholders. 

According to the Irving Trust Com- 
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ESTIMATED EFFECTS OF HIGHER 
INCOME TAX RATES ON LARGE 
ELECTRIC UTILITIES 


Percentage by Which 
Share Earnings W ould 
Be Reduced by Tax 


American G. & E. ........ 
Boston Edison * 
Central & South West ... 
Cincinnati G. & E. 
Cleveland Electric 
Commonwealth Edison .... 
Consol. Edison of N. Y. ... 
Consol. Gas of Balto. .... 
Consumers Power 

Detroit Edison 

General Public Utilities .. 
Middle South Util. 

New Eng. Elec. System ... 
Niagara Mohawk Power . 
North American 

North. Sts. Power ( Minn.) 
Ohio Edison 

Pacific G. & E. 

Penn Power & Light 
Philadelphia Electric 
Public Service E. & 

So. Calif, Edison 
Southern Company 
Virginia Electric & Power 
West Penn Electric 
Wisconsin Elec. Power . 
Texas Utilities 


*Would reduce earnings dividend 


rate. 
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pany’s monthly compilation, offerings of 
electric and gas companies (only) for 
the month of July were as follows, in mil- 
lions : 


New 
Money Refunding 


Seer to public .. $ 44 
Bonds sold privately .. 151 


sold to public .. 3 
Preferred peer privately .. 2 


$7 


$200 $7 

In the accompanying table (pages 311, 
312) appears our own tabulation of 
security offerings in the past four months. 
(The previous table appeared in the April 
27th issue, pages 565, 566.) 

Financing in August has been at a 
very low ebb, due both to the irregular 
security markets and the vacation period. 
A number of companies—Consumers 
Power, Southern Company, Rochester 


Telephone, Northwestern Public Service, 
etc—have postponed previously an- 
nounced plans for common stock financ- 
ing through “rights.” Other companies 
have moved their plans for equity financ- 
ing ahead indefinitely, and bank loans 
will doubtless have to take up the slack 
as they did in 1947 and the first half of 
1948. 


* 


Renegotiation Resisted 


TS oil and gas industry recently 
opened a fight to have their prod- 


ucts exempt from provisions of the new 
renegotiation bill. 

The House Ways and Means Commit- 
tee this month opened hearings on the 
new renegotiation bill to urge that the 
section which subjects raw materials to 
renegotiation be stricken from the bill. 


& 


PRINCIPAL PUBLIC OFFERINGS OF UTILITY SECURITIES 
April 11, 1950, to August 14, 1950 


Amount 
Mill. 


Mortgage Bonds 
Boston Edison Ist 2s 1980 
Illinois Power Ist 23s 1980 


Description 


Pacific Power & Lt. Ist 3s 1980 
So. Caro. E.&G. 1st&Ref. 3s 1980 .... 
Cent. Vermont P.S. 1st 24s 1980 
Pub. Serv. E.&G. 1st&Ref. 22s 1980 .. 


Potomac E, Pr. 1st 2#s 1985 


Brooklyn Union Gas Ist 3s 1980 


Ohio Edison Ist 23s 1980 


Oklahoma G.&E. Ist 2%s 1980 


Interstate Pr. Ist 3s 1980 
Calif. El. Pr. 2%s 1980 

So. Cal. Gas 1st 2%s 1980 
Wisc. El. Pr. 1st 2%s 1980 
Wisc. Nat. Gas Ist 2%s 1975 
Dallas Pr.&Lt. Ist 2%s 1980 
Arkansas P.&L. Ist 23s 1980 


Miss. P.&L. 1st 23s 1980 
Ky. Utils. Ist 2%s 1980 


Debentures and Notes 
Inter, Util. Conv. Deb. 34s 1 


ms 
SSSaN8 ewonBdaSRaaRrenow 


11. (£)Equitable Gas Deb, 38s 1970 


Wisconsin P.&L. 1st 2%s 1980 
Gulf States Utilities 1st 23s 1980 .... 


Pacific G.&E. 1st&Ref. 23s 1976 


Indiana & Mich. El. Ist 2%s 1980 .. 
Kans. City P.&L. 1st 2%s 1980 


American G.&E. 24% Notes ati 


Northwest. Bell Tel. Deb. 2%s 1984 . 
Northern Nat. G. Deb. 28s 1953-70 .. 
Columbia Gas Sys. Deb. 3s 1975 .... 


Per 
Cent - 
Gross Moody 
Spread Yield* Rating 


Price Price 


To ° 
Company Public 


Ss 


2.62% Aaa 


DRMNWPEUUNAUNwWOUAUUAWUAADD AU 


VBSRssaSssassaBvus 
tall tia id 11d 14d 33 te id 1 i tt 


NNRPNNRNNPNPNNNNN 


- $100.52 


~ 
oO 
~~ 


99.56 
101.81 102.49 
104.04 104.53 
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(Continued) ie ee ES com 
Amount 0 ° Gross n Moody 
Date Mill. Description Company Public Spread Yield* Rating 
7/12 15 Panhandle East. P.L. Deb. 2%s 1953-62 101.92 (g) 
7/12 20 Panhandle East. P.L. Deb, 23s 1975... 9849 99.11 
7/20 6 (h)Tex.-Ill. N. G, Pipeline 5% 2-yr. notes 96.50 100.00 
8/2 90 Columbia Gas Sys. Deb. 3s 1975 .... 101.88 102.31 


Preferred Stocks 
Central Arizona L:&P. $2.36 Pfd. .... $ 49.00 $ 50.50 
(8 Texas Power & Light 4% Pfd. ...... 98.75 100.00 
(b) Rochester G.&E. 4.10% Pfd. ........ — 100.00 
Southwestern Assoc. Tel. $5.50 Pfd... 95.70 101.00 
Texas El. Service $4 Pfd. ........... 98.75 100.00 
Central Vt. P.S. 4.75% Pfd. ........ 100.30 
Idaho Power 4% Pfd. .........000- 
Maine P.S. 54% Pfd. (Par $20) .... 
South, Cal. Ed. 4.08% Pfd. (Par $25) 
Interstate Pr. 4.70% Pfd. (Par $50) . 
Iowa Public Service 4.20% Pfd. ..... 
Rockland Lt. & Pr. 4.65% Pfd. ...... 
Assoc.Tel.Co.Ltd. 5% Pid. (Par $20) 
Dayton Power & Light 3.90% Pfd. .. 
Kentucky Utils. 44% Pfd. .......... 
Brooklyn Union Gas 5% ($40 Par) .. 
Ej Paso Nat. Gas $4.25 Conv. ....... 
Wash. Gas Light $4.25 Pfd. ........ 
Common Stocks—Subscription Rights 
(i) General Telephone Co. ($2) 
Cinn, & Suburban Bell Tel. Co. ($4.50) 
(k) Texas-Ill. Nat. Gas Pipe Line . 
Delaware Power & Light ($1.20) .... 
Mississippi River Fuel ($2) 
Mountain States Tel. ($6) 
N. Y. State Elec. & Gas ($1.70) .... 
Northern Natural Gas 
Oklahoma G. & E. ($2.50 
Pacific Tel, & Tel. ($7) 
Peninsular Telephone ($2.50) 
Southern New England Tel. ($1.80) . 
Dayton P. & L. ($2) 
New England G. & 
Peoples Gas ($6) 
Potomac El. Pr. ($.90) 
Wisconsin Electric Power ($1.20) ... 
Wisconsin Power & Light ($1.12) .. 
Northern Indiana P. S. ($1.40) .... 
Common Stocks—Other New Money Sales 
Central Arizona L. & P. ($.80) $ 12.50 $ 13.25 
Califorina Electric Power ($.60) .... — 863 
(e) Toledo Edison ($.70) 10.64 11.00 3.4 
Commonwealth Natural Gas 888  10.00(n) 12.6 
Common Stocks—Noncompany Sales 
23 Kansas City Power & Light ($1.60) .. (m) $ 12.00 


_ * Yield to maturity on bonds. (a) The company also issued about $13,000,000 $4.56 preferred 
in exchange for the old $7 and 6 cent stocks. (b) Company also issued 4.10 per cent 
preferred stock in exchange for per cent preferred. (c) Offered on 1.55 per cent to 
2.60 per cent yield basis. (d) Offered on 1. Fy cent to 2.78 per cent yield basis. (e) Four 
hundred thousand new money shares and ,000 shares representing unsubscribed portion 
of 3,702,000 shares previously offered by Cities Service Company to its stockholders. (f) Deben- 
tures were sold by Philadelphia Company, former parent. (g) Offered on 1.85 per cent to 
2.65 ger cent basis. (h) All financing, including private security sales, totaled $119,500,000. 
(i) About one-fifth of the issue was offered by the underwriters at $25.25. (j) Date rights 
expired. (kk) Stock closely held. (1) Rights offered to common stockholders. (m) Offered to 
stockholders of United Light & Railways. (n) About one-quarter sold through rights at 84. 


AUG. 31, 1950 312 


w 
pro | 
zx 
Sil] 
>| >> 


| 
p>PpPuULaR NW 


SUEASISSLSSSl8RS3 


4/12 


= Ge 
wom 


-_ 
Re roe = peony 


IY fo ™ AN Go en 
NSOMNUWOwWN 


_ 
N 


6/13(j) 


7/12(j) 
7/3 (j) 
7/24(j) 
4/24(j 


ay 


os 
Anum OFF PAPAL OKREDADINn 


SS3gssn| 88 


—" 


NoeSnZaSruze cUu®dn RACWOWUUHN 


dS 
n 








) 
) 
(j) 
) 
) 
) 
) 
) 
) 
) 
(j) 
) 
) 
(j) 
) 
) 


an 
Ie PET ET ET ETITP ETE edt ott 
i) 


AAR AAAAANANANAMN 


| | BRe RSRLSRSH!I 








Oody 


ating 


-", er 







FINANCIAL NEWS AND COMMENT 








CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12Mos. 







Operating Statistics (June) 







Output KWH—Total ............. Bill. KWH 26.7 304.4 13% 5% 
Hydro Generated ..........e0000 - 8.0 _ 11 a 
Og ere “ 18.7 — 14 — 
Cem as, 655 bdo sesidatosssvasesee Mil. KW 65.6 -- 12 ve 
Peet EG SOD disascrasecises - 52.4 — 4 — 
Peet WRT <b 0 B54. 0 02 saeaca'se iMill. tons van -- 7 ao 
| eee ae Mill. mcr 61.0 — 17 — 
ay Seer See Mill, bbls. 5.3 — 6 a 
Coe GUD sah ac'0 40k $0686 06) 000 Mill. tons 23.9 — D16 — 
Customers, Sales, Revenues, and Plani (May) 
KWH Sales—Residential ......... Bill. KWH 39 47 15% 13% 
Commercial ........ - 3.1 37 9 
SS eee ” 9.6 105 14 D2 






Total, incl. misc. & 










sales to other utilities we 22.8 264 11 3 

Customers—Residential ........... Mill. 28.2 a 1 a 

Commercial .......... “ 42 _ 3 a 

OO ee aa 5 — 4 a 

Total, incl. misc. & sales 
to other utilities ...... ° 34.8 a * — 
Income Account—Summary (May) 

Revenues—Residential ............ Mill. $ 117 ~=—:1,407 12% 11% 

Commercial ..........- - 87 1,054 8 7 

IE, n.b0de caksese . 109 1,225 — 

Total, inc. misc. sales .. 3 347 = 4,078 6 

Sales to other utilities .. . 34 379 D3 






Misc. Income .......... 






Expenditures 
PE onc beneedcocsscdstbeesweweses 


See ee ee eee Hee ee eeeeeeeeee 


Misc, Expenses ....ccccoccccccccs 



























ee errr rT errr 
WE aca cktaecrtcskcovcvenssce i 72 823 11 
ee OS es eee eer ee e 21 250 10 
Amortization, G86. ..cccceccsccces ‘ ~ 2 21 D13 D12 
WE IE aca cok dwhse ewes teeee “i 70 803 25 15 
Preferred Div. (est.) .........00- :% 9 105 — _ 
Bal. for Common Stock (est.) .... ' 61 698 30 18 
Common Dividends (est.) ....... " 38 465 —_— _ 
Balance to Surplus (est.) ......... " 23 233 156 85 
Electric Utility Plant (May) ......... - 17,905 _— 10% —_ 
Reserve for Deprec. and Amort. .. >i 3,738 —_ 7 —_ 
Net Electric Utility Plant ......... ” 14,167 —_ 11 — 
Utility Financing (June)* 
SRS orp ers egress ee - 535 1,521** D36% 27% 
WE Svcd bas 650600 dees acmstyesicn ° 66 491** D113 49 
- 601 2,012** 1l 









Life Insurance Investments (January Ist-A ugust 5th) 












Utility Bonds ......ccccccercoccece _— 825 —_ 11% 

ee: DE cusivestesestssoreus — 128 — 142 
Phase tstieineasdeo antes <3 _ 953 _ 20 
Per’ Cent of All Investments ..... “ —_ 21% —_ D3 








D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding issues. 
**Six months ended June 30th. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS . 
rice. 


tree BD indicated ——_——Share Earnings————._ Earn. 
ividend Approx. 12 Mos. Cur. Prev. QYoIn- ings 
> teld Ended Period Period crease Ratio 
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Arkansas Natural Gas . 
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Indiana Gas & Water 
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American Natural Gas .... 
Commonwealth Gas 

El Paso Nat. Gas 
Interstate Nat. Gas 
Mississippi Riv. Fuel 
Missouri-Kansas P.L. .. 
Mountain Fuel Supply ‘ 
Northern Nat. Gas 
Panhandle East |, 
Republic Natural Gas 
Southern Nat. Gas 

Tenn. 

Texas Gas Trans. .......0. 
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FINANCIAL NEWS AND COMMENT 





RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 
Price- 


8/9/50 Indicated Share Earnings————-_ Earn- 

rice Dividend Approx. 12 Mos. Cur. Prev. %In- ines 

About Rate seld Ended Period Period crease Ratio 

Telephone Companies 
Bell System 

Amer, Tel. & Tel. ........ 
Cinn. & Sub. Bell Tel. .... 
Mountain Sts, T.&T. ...... 
New England Tel. ........ 
Pacific Tel: & Tel. ......20 
So. New Eng. Tel. ........ 


Averages 
Independents 
General Telephone 


Peninsular Tel. ........00. 
Rochester Tel. .........0-. 


June $9.90* $9.21* 7% 15.3 
Dec. 480 3.76 28 142 
June . 5.30 8 166 
June . 459 132 88 
May I 6.21* 28 13.0 
Dec. : 1.91 7 161 
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ransit Companies 

Chicago S.S. & S.B........ 
2 ee ere 
Dallas Ry. & Term. ....... 
Duluth Sup. Trans. ....... 
Greyhound Corp. ......... 
Los Angeles Transit 

Nat’l. City Lines 

St. Louis Pub. Ser. A 
Syracuse Transit 

Twin City Rapid Tr. ...... 
United Transit 
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Water Companies 
Holding Companies 

S Amer. Water Works 

O N. Y. Water Service 


Operating Companies 
Bridgeport Hydraulic 
Calif. Water Serv. 
Elizabethtown Water 
Hackensack Water 


x 


Mar. $ 82 $. D7% 11.0 
Mar. 8.22 ; 38 «386140 
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Dec. $1.57 ; D12% 20.4 
June 2.50 2.39 : 
Dec. 8. 21 
Dec. a 
Dec. 1 
June 2 
Dec. 4 
Dec, 3 
June 1 
Dec a 
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Indianapolis Water 
Jamaica Water Supply .... 
Middlesex Water 

New Haven Water 

Ohio Water Serv. ........ 
Phila. & Sub, Water 
Plainfield Union Wt. ..... 
San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 
Stamford Water 

West Va. Water Serv..... 15 


1 187 


5 
37 
35 
33 
15 
87 D2 
45 

67 3 

: 49 . 16 
Dec. 09 02 
June 99 

Mar, 89 

Mar. 5 

Dec. 2.35 : 6 
June 1.33* .47* 183 
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D—Deficit. E—Estimated. C—Curb exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. *Based on average number of shares outstanding. 
#In order to facilitate comparisons, earnings are calculated on present number of shares 
outstanding, except otherwise indicated. (a) Stock dividend of 50 per cent payable July Ist, 
and cash of 10 cents payable same date (on new stock) ; 25 cents paid in 1949, 
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A Policy for Water Resources 


or the past few months the Presi- 

dent’s Water Resources Policy Com- 
mission has been junketing about the 
country holding regional sessions. The 
purpose of these meetings was to ob- 
tain on-the-spot suggestions from local 
groups, companies, and governments as 
to the proper approach to its job ; namely, 
that of drafting a sound water policy for 
the Federal government. The commis- 
sion’s report is due on December 1, 1950. 
The commission’s activities have caused 
universal interest among utilities and 
chambers of commerce, and these parties 
have readily offered their suggestions on 
these matters. 

A good cross section of the comment 
and recommendations presented to the 
commission is seen in an examination of 
some of the statements made by interest- 
ed groups. 

D. J. Guy, manager of the natural re- 
sources department of the Chamber of 
Commerce of the United States, in a 15- 
page letter to the commission’s chairman, 
Morris Llewellyn Cooke, outlined the 
chamber’s stand on water resources mat- 
ters. As to desirable legislation, he made 
the following recommendations : 


1. . . . national legislative policies 
which afford full opportunity for states 
and their communities and for private 
enterprise to develop, or participate in 
the development, operation, and main- 
tenance of water resources projects, 
including multipurpose projects. 

2. Through appropriate legislation 
it (the Congress) should establish a 
consistent and progressive water and 
land policy for the United States 
which, among other things, should de- 
fine the scope of the duties and obli- 
gations which the Federal government 
legally can and should assume and the 
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limitations on its activities which it will 
honor. 

3. Agencies should be required to 
submit to the Congress and the affect- 
ed states a report showing clearly : 

1. The estimated total cost of the 

project. 

. The estimated costs of actually 
fulfilling the respective functions 
of the project. 

. The probable allocations or as- 
sessments of costs against the 
respective functions. 

. The anticipated values of and 
revenues from each such func- 
tion. 

. The proposed application of all 
revenues, including interest pro- 
posed to be paid to the Treasury. 

4. Projects should be authorized 
only by act of Congress. 

5. The authorization for a project 
should lapse and require reauthoriza- 
tion by Congress if construction has 
not been initiated within a specified 
time, say five years. 

6. Each project should be assigned 
for construction and operation to the 
agency charged by Congress with re- 
sponsibility for the principal function 
for which the project is authorized. 

7. The Comptroller General should 
be vested with jurisdiction over the 
application of all revenues from multi- 
purpose projects, with authority to re- 
quire the devotion of such revenues to 
the purposes prescribed by Congress. 
Interest collected through the rates 
charged power consumers should be 
paid over to the Treasury as hire for 
the Federal money invested, and 
should not be applied or accounted for 
as though available for debt retirement. 

8. In connection with the exercise 
of its constitutional jurisdiction over 
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WHAT OTHERS THINK 


the rivers of the nation through the 
construction of works and improve- 
ments of navigation, the Congress 
should recognize the interests and 
rights of the states in water utilization 
and control ; preserve and protect to the 
fullest lawful extent established and 
potential uses for all purposes; and 
limit the authorization and construc- 
tion of navigation works and improve- 
ments to those the operation of which 
will be consistent with the fullest use 
of the waters of such rivers for all pur- 
poses in the public interest. 

9. Section 9(e) of the Reclamation 
Project Act of 1939 should be by ap- 
propriate amendment to the act, either 
eliminated entirely therefrom, or so 
changed as to assure to the water users 
the ownership of the water rights the 
same as they would derive under the 
original water-right contract policy. 

10. The Congress should give 
statutory reaffirmation to state owner- 
ship of all lands beneath navigable 
waters within the boundaries of each 
of the respective states, established by 
their several enabling acts, including 
lands beneath tidal waters, those ex- 
tending for three nautical miles (or to 
other established state boundaries) 
seaward beyond ordinary low-water 
mark of coast lines and those beneath 
bays, inlets, lakes, and rivers. 


A= of Thomas W. Delzell, 
chairman of the board of Portland 
General Electric Company, presented to 
the commission at its northwest regional 
meeting outlines the stand taken by a util- 
ity in an area of extensive Federal pow- 
er development. The following recom- 
mendations were made in Mr. Delzell’s 
Statement : 


1. The Federal government should 
participate in electric power produc- 
tion only in connection with works for 
improvement of navigation, control of 
floods, and reclamation of arid lands. 
Such participation should come under 
the provisions of the Federal Water 
Power Act in the same manner and to 
the same extent as such act now con- 
trols installations by municipal bodies 
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and private persons. All projects not 
involving navigation, reclamation, and 
flood-control purposes should be left 
for development by states, municipali- 
ties, and private individuals or com- 
panies, and they also should have the 
prior opportunity to develop all or 
such parts of the multiple-purpose 
projects as they can. 

2. A clearly established limitation 
should be placed upon the Federal gov- 
ernment’s responsibility for marketing 
the power it produces at multipurpose 
projects. This responsibility should 
include the construction and acquire- 
ment of only such transmission lines 
and related facilities as are necessary 
to interconnect projects in accordance 
with sound engineering and business 
principles and to achieve delivery of 
power in wholesale quantities to dis- 
tributing systems and to large indus- 
tries. The sales to industry should be 
confined to those able to take service in 
large quantities direct from the Fed- 
eral system and unable to secure 
adequate service from the public and 
municipal utilities. The government 
should not seek to extend itself beyond 
this point, into the field of distribution 
to the general public, nor should it 
seek in any way to influence or domi- 
nate the ideological pattern of distri- 
bution to the general public by the 
practice of subsidization, discrimina- 
tion, proselyting, or any form of coer- 
cion. 

3. The danger of monopoly is not 
lessened by making it the agency of 
government. Because power-market- 
ing agencies of the Federal government 
have become important suppliers of a 
public utility service, and because the 
essence of a public utility service is 
that it be made available to all who re- 
quire it upon reasonable and nondis- 
criminatory terms, it is not fitting that 
these agencies themselves should be 
permitted to determine what is rea- 
sonable and what is nondiscriminatory. 
Such agencies should have no powers 
to regulate others as in some respects 
is now the case. Rather they should 
themselves be regulated by anindepend- 
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ent and impartial arm of the govern- 
ment, whose findings and orders are 
subject to judicial review. Such an in- 
dependent regulatory arm could and 
probably ought to be the Federal Pow- 
er Commission. 

4. The powers of the regulatory arm 
should include the licensing of both 
Federal and non-Federal generating 
installations upon streams, over which 
the Federal government has jurisdic- 
tion; the determination of the public 
convenience and necessity of transmis- 
sion lines and other facilities proposed 
to be built or acquired by Federal pow- 
er-marketing agencies or by others 
where Federal interests are involved; 
supervision of accounts in accordance 
with law and standard regulatory prac- 
tices ; approval of rates and tariffs ; and 
enforcement of reasonable and non- 
discriminatory standards of service. 

5. Subsidization, in whatever form, 
creates an area of economic vacuum 
from which unsubsidized enterprises 
are expelled and into which the subsi- 
dized enterprises rush. If the foreclo- 
sure of individual enterprise is to occur 
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“I STILL SAY AN UPSTAIRS TELE- 


PHONE EXTENSION WOULD BE 
BETTER.” 
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in our business, it will be by this route 
more than any other. Therefore, rates 
for the sale of power from Federal 
projects should be at least sufficient to 
cover (a) the full cost of maintenance 
and operation of power production and 
transmission facilities; (b) interest 
upon the capital investment allocated 
to power at least equal to the cost of 
capital borrowed by the Federal Treas- 
ury; (c) amortization of capital in- 
vestment allocated to power over a 
reasonable period ; (d) the cost of in- 
terim replacements of power facilities ; 
(e) repayment over a_ reasonable 
period of any capital costs not allocable 
to power, but which must be repaid 
from power revenues in order to make 
projects self-liquidating ; (f) taxation 
or payments in lieu thereof equal in 
amount to those which would be as- 
sessed were the facility in nongovern- 
ment hands. 

6. It is proper that there exist 
guaranties in Federal statutes govern- 
ing the marketing of federally produced 
electric power which prevent its 
monopolization. The preferences 
granted public bodies and codperatives 
in present Federal laws are partly 
based upon such a premise. However, 
there are hundreds of thousands of 
people in the states of the Pacific 
Northwest, and elsewhere, who do not 
receive electric service through the 
medium of public bodies or codpera- 
tives, but instead through government 
regulated utility companies. These 
people have a right to expect protec- 
tion from monopolization of benefits 
from Federal projects. The experi- 
ence of the last few years has demon- 
strated the need for additional guaran- 
ties in Federal law which will assure 
equitable allocation of power benefits 
as between the people of states and 
areas affected by Federal projects, and 
which will carry out more fully the 
original intent of Congress that con- 
sistent with sound business principles 
the widest possible distribution of fed- 
erally generated power, particularly 
for the benefit of the domestic and 
rural consumers, be achieved. 
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Present preference and priority pro- 
visions should be reviewed and amend- 
ed to provide a proper guaranty 
against any abridgement of rights to 
the use and benefits of water resources, 
including the energy that can be pro- 
duced thereform, presently vested in 
the states. This guaranty should pro- 
vide, in the interests of equity, that 
all power generated at Federal proj- 
ects within a river basin should be 
fairly and equitably distributed or al- 
located among the several states with- 
in such river basin, by a properly con- 
stituted independent Federal commis- 
sion or agency (the Federal Power 
Commission is suggested) after giving 
effect to all relevant factors and sub- 
ject, from time to time, to revision and 
judicial review. 

The amended preference and pri- 
ority provisions also should grant a 
priority right to regulated public utili- 
ties which distribute federally gen- 
erated power without profit upon the 
Federal investment, ahead of large 
industrial users. 


SPOKESMAN for Governor Renne- 

bohm of Wisconsin told President 
Truman’s Water Resources Policy Com- 
mission at a regional session in Colum- 
bus, Ohio, that the Wisconsin Public 
Service Commission is doing a good job 
of controlling water-power developments 
in the state and needs no help from the 
Federal Power Commission. 

Martin W. Torkelson, director of re- 
gional planning for the state planning 
board, of which Rennebohm is chairman, 
said that the FPC is “usurping” state 
regulatory powers. 

Torkelson made the following state- 
ment in his report: 


The Federal government should 
modify its present water-power policy 
in accord with the realities. 

FPC requirements are unreasonably 
exacting in that they contemplate flood 
far greater than recorded experience 
can reasonably justify. Compliance 
will involve costs far beyond the usual 
ability of private enterprise which, if 
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incurred, will be a burden on the con- 
suming public. 

There is no good reason for this, 
since supervision of these dams by the 
state public service commission is en- 
tirely adequate, and its activities ante- 
date those of the FPC. 


At the same meeting, M. W. Kyler, 
Wausau, manager of the Wisconsin Val- 
ley Improvement Company, and R. W. 
Peterson, Madison, counsel for Wiscon- 
sin electric companies, urged state legis- 
lation to “encourage development of 
streams .. . through investment of pri- 
vate capital instead of the use of taxpay- 
ers’ money.” 

The Wisconsin River Valley Im- 
provement Company has built up twenty- 
two reservoirs on the upper Wis- 
consin river, and twenty-six power 
plants located at intervals from Vilas to 
Sauk counties “without a cent of cost to 
the taxpayers,” Kyler said. 

The development company was 
formed by three private power and paper 
mill companies. The company, and the 
dams, and power plants it operates, are 
regulated by the state public service com- 
mission. 


| gee told the group that sound 
legislation plus private capital, with- 
out one penny of subsidy of any kind, 
have served to develop Wisconsin’s riv- 
ers for the maximum production of pow- 
er, control of floods, and augmenting 
minimum stream flows with numerous 
reservoirs. 

Witnesses from New York and New 
England at a Springfield, Massachusetts, 
meeting of the commission, recommend- 
ed interstate compacts in preference to 
direct Federal aid, for developing water 
potentials in their area. The 7-man com- 
mission heard direct testimony from 
thirty-five representatives of public utili- 
ties, chambers of commerce, labor organi- 
zations, and state officials, and received 
statements from almost as many more in 
a 5-hour session. 

At a press conference, Morris Llewel- 
lyn Cooke, Philadelphia engineer and 
chairman of the President’s commission, 
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“OH, MR. BROWN, ABOUT THAT AUTO 
INSURANCE... I'VE DECIDED TO 
TAKE OUT A POLICY!” 


said the sentiment in favor of interstate 
solution of water resources problems in 
New England had followed the general 


pattern of previous hearings. 


Leland Olds of New York, former 
chairman of the Federal Power Commis- 
sion, declared, however, that the New 
Englanders had demonstrated a “more 

enuine” willingness to undertake the 
nancing of projects at the interstate 
level than had other sections. 

The commission members agreed also 
that at the state administration level the 
New England testimony had shown a 
definite pattern, with the three upper 
states of Vermont, New Hampshire, and 
Maine opposed to Federal grants, Massa- 
chusetts and Rhode Island in favor of 
them, and Connecticut divided as to 
areas of direct Federal aid. 

Dean Paul S. Burgess of the College 
of Agriculture, University of Arizona, 
and a member of the commission, held 
that it was “obvious that a definite pat- 
tern of thought has developed in the three 
upper New England states as compared 
to that of the other three.” 


OVERNOR Paul A. Dever of Massa- 
chusetts, the only chief executive of 


the six New England states to appear as 
a witness, recommended multipurpose 
water-use projects with Federal aid. His 
view was concurred in by Henry Ise, 
chairman of the Rhode Island Division 
of Harbors and Rivers, who suggested 75 
per cent Federal funds to 25 per cent at 
the state level. 

Rhode Island, Mr. Ise added, was pri- 
marily concerned with development of 
water-power development as an incidental 
solution to its water supply and irrigation 
problems. 

M. R. Stackpole, chairman of the 
Maine Public Utilities Commission, held 
that government participation in water 
resources development should be limited 
to research and guidance. Speaking for 
New Hampshire, Walter G. White, act- 
ing chairman of the state water resources 
board, asserting that interstate codpera- 
tion was the best answer, said that “noth- 
ing can be accomplished by Federal 
authority that can’t be done at least as 
well on an interstate level.” 

Philip Sheltner, Vermont water re- 
sources commissioner, was the only wit- 
ness who directly mentioned the Korean 
situation. He held that in face of the 
crisis “only those projects which will pro- 
duce direct benefit or protection for in- 
dustrial production be considered by the 
Federal government.” 

Richard Martin, director of the Con- 
necticut Water Commission, held that 
there was no need for Federal aid in 
“municipal, agricultural, or industrial 
water supply, pollution abatement, or con- 
struction of transmission power lines,” 
but favored such aid in state power, 
flood-control, and navigation projects. 

Among New York witnesses was Mor- 
ris M. Cohn, consultant to the New York 
Legislative Committee on Interstate Co- 
Operation, who appeared officially as a 
representative of the Interstate Commis- 
sion for the Lake Champlain basin, which 
includes New York and Vermont. He 
put on record a resolution adopted last 
week by his group, urging the President’s 
commission to “recognize the inherent 
right of the ability of the states” to de- 
velop their own resources. 
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The March of 
Events 


Symington Advised Electric 
Industry Ready for Defense 


HE electric industry is in even better 
Tae to meet the present defense 
emergency than it was when the nation 
began to get ready for World War II, 
L. V. Sutton, president of the Edison 
Electric Institute, recently reported to 
W. Stuart Symington, chairman of the 
National Security Resources Board. 

There will be plenty of power to meet 
the needs of the country, Mr. Sutton said 
in a letter to the NSRB chairman, pro- 
vided that “no government limitations 
are imposed which would prevent the 
completion of the construction program 
now under way.” 

This year, Mr. Sutton continued, the 
electric industry will have a total gen- 
erating capacity of 67,500,000 kilowatts, 
which is nearly double what it had at 
the beginning of 1941. The current utility 
construction program will add another 
12,000,000 kilowatts of capacity by the 
end of 1952. He also pointed out that 
the country’s electricity production re- 
sources include 13,500,000 kilowatts of 
generating capacity in major industrial 
plants. 

Nearly four times as much new gen- 
erating equipment is on the power lines 
today, as there was in 1940, the EEI 
executive noted. As of the present, he 
explained, 30,000,000 kilowatts of the 
industry’s generating equipment is less 
than ten years old, with all the advan- 
tages of economy of operation and rela- 
tive freedom from mechanical break- 
down possessed by modern machinery. 

“A vast reservoir of surplus electric 
power is ready to be tapped for any pos- 
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sible needs,” Mr. Sutton added. “This 
year,” he continued, “reserves total 
9,000,000 kilowatts. They can, if neces- 
sary, generate more than 50 billion kilo- 
watt hours a year. A greater use of op- 
erating capacity through second- and 
third-shift operation of industry would 
make available at least another 50 billion 
kilowatt hours a year. 

“This total of more than 100 billion 
kilowatt hours a year would represent 
an increase of one-third in presently 
available energy from the resources we 
now have, and would enable us to nearly 
double our present use of electricity in 
major industries.” 

In this connection, however, Mr. Sut- 


.ton observed that the great reservoirs of 


unemployed and the idle industrial capac- 
ity that existed in 1941 are not available 
today. Instead, men and supplies for de- 
fense work must be diverted from non- 
essential industries. This shift, he said, 
will tend to reduce the demand for power 
for such purposes. 

Almost coincidental with his letter to 
Chairman Symington, Mr. Sutton, in an 
American Broadcasting Company nation- 
wide radio “roll call” of nine major in- 
dustries, reported the present firm posi- 
tion of the electric industry to meet 
defense demands for production that will 
be dependent upon electric power. 


Water Carriers Complain of 
Rates 


FF” more years than can be recalled, 
railroads have accused the Federal 
government of unjustly discriminating 
against their enterprise through publicly 
financed water traffic routes and aids. A 
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late report from Birmingham, Alabama, 
indicates that the Tennessee Valley 
Authority is now being “discriminated 
against” by the Interstate Commerce 
Commission with respect to river boat 
traffic. 

Briefly, TVA, joined by Commercial 
Barge Lines, Inc., of Wayne county, 
Michigan; and J. Allen Smith & Com- 
pany, a grain company of Knoxville, 
Tennessee, have charged in a formal com- 
plaint filed in Birmingham, Alabama, 
Federal District Court that the ICC is 
discriminating against river boat traffic. 

The complaint charged that an ICC 
ruling of May 3, 1949, is an “advantage 
to traffic into Knoxville by rail” and a 
“disadvantage to the port of Knoxville, 
and traffic into Knoxville by boat.” The 
ruling, according to the complaint, raised 
rates for switching train cars from barges 
to rail lines from $16.62 to $25.78 per car. 
The railroads involved — the Southern 


and the Louisville & Nashville—get more 
for switching barge shipping than for 
switching other transportation, the plain- 
tiffs asserted, adding that “development 
of water transportation through the port 
of Knoxville will be stifled if an 
injunction is not issued.” 


Cancel Transit Convention 


FFICIALS of the American Transit 
Association have announced can- 
cellation of the 1950 convention because 
of the “uncertainties of the international 
situation.” ‘The convention had been 
scheduled for September 25th to 27th, 
inclusive, in Los Angeles, California. 
A 2-day session for executives will be 
held September 18th and 19th in Chicago 
to discuss problems that will confront 
the industry as a result of the “war pre- 
paredness program now taking shape in 
Washington.” 


California 


Handles Record Load 


T= greatest peak in power demand 
in the history of central and north- 


ern California was recently met by the 
Pacific Gas and Electric Company when 
consumers of the area demanded, and 
received, 2,519,000 kilowatts of energy 
in a single week, as the company met 
the demand with 476,000 kilowatts to 
spare—a margin of 19 per cent. The new 
peak was 209,000 kilowatts over the 
1949 high, and 123 per cent above the 
peak of ten years ago. 

Significance of this accomplishment is 
twofold, according to PG&E President 
James B. Black, who stressed that the 
facts show advocates of socialized power 


“ignore the record” when making pub- 
lic statements about the power situation 
in California. These advocates of public 
power, he continued, persist in public 
statements that private industry will fall 
short in meeting the requirements of the 
area, and that aid of government is im- 
perative to keep pace with the growing 
demands for power. “Such statements 
are simply not true,” Mr. Black declared. 

This meeting of record demand with 
ample margin over, adds emphasis to the 
accomplishments of the company’s $800,- 
000,000 postwar construction program, 
he continued, adding that this program 
enabled PG&E to meet demand in- 
creases of approximately 200,000 kilo- 
watts a year and also to restore reserves. 


a 
District of Columbia 


Conflicting Utility Interests 
Grow Out of Rate Petition 


G. Neat and Robert V. Fleming, 
e both members of the board of di- 
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rectors of the Potomac Electric Power 

Company, have resigned as board mem- 

bers of the Capital Transit Company. 
Their resignations followed the transit 


company’s recently announced opposi- 
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tion to the power company’s pending 
petition to the public utilities commission 
for rate increases (see page 255, August 
17th issue) to enable continuation of its 
$128,000,000 expansion program. 

Neal is president and chairman of the 
board of the power company. Fleming, 
president and chairman of the board of 
a local bank, said he resigned from the 
Capital Transit board because he found 
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himself “in a position of conflict.” He 
said his decision to resign from the 
transit board and remain with the power 
company was no reflection on the former. 

In the meanwhile, the transit company 
has intervened in the power company’s 
request for rate increases under which 
the transit company would be forced to 
pay $661,000, or 70 per cent more annu- 
ally for electricity to operate its cars. 


* 
New Hampshire 


Organize to Combat 
Federalization 


RGANIZATION of state forces to resist 
Federal encroachment upon water 
resources has been perfected as a result 
of plans recently drawn by the state 
Council on Resources and Development. 
Following the suggestions of Walter 
White, chairman of the Water Resources 
Board, and Wentworth Brown, chairman 
of the State Planning and Development 
Commission, the council, as a first step 
in its plan of resistance to federalization 
of the Granite state’s water resources, 
voted to request the New Hampshire con- 
gressional delegation to furnish all rec- 
ords, exhibits, and statements entered 
before the President’s Water Resources 
Policy Commission, at hearings held 
throughout the country on the question 
of development of water resources. 

Plans call for evaluation of this ma- 
terial as the possible basis for legislation 
which the congressional delegation might 
be asked to introduce into Congress in 


the interest of water resources develop- 
ment in New England. 

Action of the two state bodies followed 
a report on a hearing before the WRPC 
at Springfield, Massachusetts, July 25th. 

Brown said that following the Spring- 
field meet, the WRPC held a “press con- 
ference—with itself,” and its releases to 
the newspapers were “colored, mislead- 
ing, and did not express the majority 
opinion.” He also declared that only six 
of thirty-five witnesses favored Federal 
development of water resources. 

The remainder, he added, wanted 
water-power development left in the 
hands of private interests. Included in 
this latter group, Brown said, were rep- 
resentatives of the American Federation 
of Labor, the Congress of Industrial 
Organizations, as well as industry. Gov- 
ernment assistance, limited to technical 
advice, was as far as this group would go, 
Brown said. 

And of the six in favor of government 
participation, Brown continued, Gov- 
ernor Paul A. Dever (Democrat, Massa- 
chusetts) made the only effective plea. 


- 
New York 


Municipal Power Plant 
Abandoned 


HE city fathers of Penn Yan, central 

New York village, have decided to 
abandon its municipal power plant, 
which had been in operation over thirty 
years, in favor of power purchases from 
New York State 
Company. 


Gas & Electric 
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Studies revealed the cost of generating 
power with present equipment was too 
high, while the village was without funds 
to build a new plant. 

The municipal board explained aban- 
donment “is only a temporary measure 
due to high costs and conditions of the 
times and the matter will be reviewed 
from time to time, and, if conditions so 
warrant, the building of a new municipal 
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generating plant will be given further 
consideration.” 
For some years the town has made 


headlines through giving consumers free 
service during the month of December as 
a sort of Yule present. 


e 
North Carolina 


CP&L Announces Expansion 
Of Lumberton Plant 


a toward strengthening the east- 
ern Carolinas’ industrial resources 
was noted in the recent announcement 
by Louis V. Sutton, president of the 
Carolina Power & Light Company, that 
a 75,000-kilowatt generating unit would 
be installed in the company’s steam- 
electric generating plant at Lumberton. 
The new unit will increase the plant’s 
capacity by 75 per cent, making Lumber- 
ton a concentration point for power in 
the two Carolinas. 

The new unit should be in production 
by the end of 1952, Sutton said, adding 
that equipment has been ordered, and 


engineers of Ebasco, Inc., builders of the 
original plant, will be moving in soon for 
preliminary work, with several hundred 
construction men to follow in a few 
months. 

At present, construction of a 150,000- 
kilowatt CP&L plant at Goldsboro is 
under way, and the first unit of 75,000 
kilowatts capacity is expected to go into 
production by the summer of 1951, with 
the second unit on the line a year later. 
The Lumberton and Goldsboro plants, 
when completed, will have more than 
ten times the firm energy capacity of the 
government’s hydroelectric plant being 
constructed at Buggs Island, which 
Army Engineers estimate will be 
200,000,000 kilowatt hours annually. 


South Carolina 


Sale of Gas System Approved 


HE Spartanburg city council recent- 

ly adopted an ordinance consenting 
to the sale by Duke Power Company of 
its local gas franchise, manufacturing 
plant, and distribution system to Pied- 
mont Natural Gas Corporation. The sale 
is subject to a special election, pres- 


ently scheduled to be held September Sth. 

Spartanburg is one of a number of 
cities in the Carolinas where Piedmont 
has negotiated to take over Duke Power 
gas facilities for the distribution of nat- 
ural gas. Donald Russell, attorney for 
Piedmont, stated Piedmont is to pay 
$5,000,000 for the Duke gas facilities in 
the two Carolinas. 


* 
West Virginia 


Point Pleasant Plant Dedicated 
MERICAN Gas & ELEctric COMPANY 
recently dedicated its Philip Sporn 
plant on the Ohio river, just above Point 
Pleasant. Costing $66,000,000, the new 
plant is designed for an ultimate generat- 
ing capacity of 1,000,000 kilowatts which 
would make it the world’s largest steam- 
generating plant. 
The new Philip Sporn station already 
has in operation two units of 150,000- 
kilowatt capacity each, and expects to add 
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a third unit by May, 1951, and a fourth 

y December of the same year. The two 
units now installed will provide power to 
serve the average demands of 600,000 
residential customers. When completed, 
the project will have cost over $100,- 
Dedication of the plant climaxed 
twelve years of preliminary work, which 
began in 1938 with the lining up of coal 
reserves in Ohio. Actual construction did 
not begin until June, 1947. 
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Power Commission Authority to License Line 
Crossing Federal Lands Is Limited 


HE United States Court of Appeals 
for the District of Columbia upheld 
an order of the Federal Power Commis- 
sion dismissing an application for amend- 
ment of a power project license so as 
to include a line across government land. 
The commission had declined to issue the 
amendment on the ground that it had no 
jurisdiction to do so. 
The attorneys for the parties agreed 
upon this statement of the question 
presented to the court for decision: 


By virtue of the Federal Power Act, 
does the Federal Power Commission 
have exclusive jurisdiction to author- 
ize construction, maintenance, and 
operation of an electric transmission 
line, conveying energy from hydro- 
electric sources, which crosses lands of 
the United States (which are not 
alloted Indian lands or lands in na- 
tional monuments and national parks), 
regardless of the basic nature, purpose, 


and function to be served by such 


lines ? 


Under that stipulation, said the court, 
it could ignore the basic nature, purpose, 
and function to be served by the line 
involved. It might assume that the line 
was not part of a project and was not 
a primary line. The Federal Power Act 
authorizes the commission to issue 
licenses for the purpose of constructing, 
operating, and maintaining dams, water 
conduits, reservoirs, powerhouses, trans- 
mission lines, or other project works 
necessary or convenient for the develop- 
ment, transmission, and utilization of 
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power upon any part of the public lines 
of the United States. The critical words, 
said the court, are “other project works.” 
These words mean that the things listed 
in the sentence are project works and 
the law does not include reservoirs, 
powerhouses, or transmission lines which 
are not project works. 

The words being clear, said the court, 
it was not necessary to attempt to ascer- 
tain the congressional purpose in enact- 
ing the statute. It observed, however, 
that the purpose of Congress appeared 
to have been to place in one agency au- 
thority over the development of the 
hydroelectric resources owned or con- 
trolled by the national government and 
would encompass the auxiliary facilities 
which are parts of those projects. Such 
a purpose would not necessarily encom- 
pass transmission lines or other facilities 
which are not parts of such projects. 

The court, in view of this interpreta- 
tion and the stipulation that the question 
was whether the commission had author- 
ity over the line regardless of its nature, 
purpose, or function, ruled: 


Our answer is that, unless the 
nature, purpose, and function of the 
line is such as that it is a part of a 
power project, it does not fall within 
the statutory definitions which estab- 
lish the authority of the commission, 
and is not to be forcibly enveloped in 
the statutory language by the compul- 
sion of a congressional purpose inade- 
quately expressed. 


Reference was made to an argument 
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that from 1920 to about 1941 the com- 
mission did, as a matter of fact, issue 
licenses for transmission lines which did 
not fall within the statutory definition of 
its authority. The chief counsel for the 
commission had rendered an opinion that 
the authority of the commission would 
extend to licensing lines not within the 
definition of a project. The court dis- 
agreed and also said that the administra- 
tive practice could not be given effect as 
altering the statute itself. 

It had been argued that by reénacting, 
in 1935, the provisions of the act of 


e 


1920, Congress adopted the administra. 
tive interpretation. The court said that 
there was nothing to show that the atten- 
tion of Congress was drawn to the 
administrative practice; at best, the re- 
énactment of statutes is a nebulous 
foundation for statutory construction, 
and before a mere reénactment can be 
given conclusive effect as a congressional 
adoption of an administrative interpreta- 
tion, it must be shown that Congress was 
conscious that it was doing so. Pacific 
Power-& Light Co. v. Federal Power 
Commission (No. 10432). 


Separate Charges for Handsets Eliminated 


ct Wisconsin commission author- 
ized a rural telephone company to 
increase rates so that it would earn a re- 
turn of 4.4 per cent on its net book value 
rate base, which the commission did not 
consider excessive. 

A separate charge of 25 cents a month 
for handsets was eliminated. The hand- 
set is the standard instrument for auto- 


matic service and rates should provide 
for the standard instrument. 

The commission observed that the 
company proposed the same rate for 4- 
party business as for 2-party business 
service. The commission did not approve 
of this and directed that a proper differ- 
ential be established. Re Oconto Rural 
Teleph. Co. (2-U-3290). 


Factors Affecting Authorization of Natural Gas Pipe-line 
Facilities Reémphasized 


HE Federal Power Commission is- 

sued an opinion supporting earlier 
orders authorizing the Commonwealth 
Natural Gas Corporation rather than the 
Piedmont Natural Gas Corporation to 
construct and operate pipe-line facilities 
to serve in the Tidewater area of Vir- 
ginia. Each company sought that 
authority. The commission reémpha- 
sized some of its responsibilities under 
the Natural Gas Act in determining 
whether authorization of a project is re- 
quired by public convenience and neces- 
sity. 

The commission has previously held 
that public convenience and _ necessity 
raise the question of public interest. It 
must ascertain not only the need for gas 
in the area to be served, but also the de- 
sirability of the manner in which service 
is to be furnished. The commission must 
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determine whether all persons similarly 
situated will receive equal benefits, or 
whether some will be granted undue 
preferences or advantages. 

The commission said that in order to 
warrant the issuance of a certificate, it 
must be convinced that the company seek- 
ing authority has an adequate gas supply 
available under favorable terms and that 
it can economically deliver such gas ina 
manner and at prices beneficial to all cus- 
tomers desiring and reasonably entitled 
to service. 

The Piedmont company proposed to 
sell a major part of its gas supply toa 
power company for boiler fuel use. This 
proposal was held to be contrary to the 
public interest because of a large demand 
for gas for other uses. This company’s 
contract reserved to the power company 
all gas available in excess of firm require- 
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ments of domestic, commercial, and in- 
dustrial customers not involving the gen- 
eration of electric power. 

Thus, other industries would be de- 
prived of the opportunity of buying gas 
on an interruptible basis. No consumers 
in the area except that particular power 
company could purchase gas for the gen- 
eration of power, even on a firm basis. 
The commission held this agreement to 
be unduly discriminatory and preferen- 
tial and, consequently, unlawful. 

The proposed pipeline would result in 


e 


the displacement of coal and would have 
an adverse effect on the coal and railroad 
industries. The commission refused to 
say, however, that this alone would be 
determinative of the question whether or 
not a certificate should issue where con- 
siderations of the broad public interest 
(the interest of all potential consumers, 
the public welfare, or national defense) 
outweigh the adverse effect that natural 
gas service might have on competitive 
fuels. Re Commonwealth Nat. Gas Corp. 
et al. (Docket Nos. G-963 et al.). 


Municipal Acquisition of Water Facilities Disapproved 
In Absence of Assured Supply 


T= West Virginia commission de- 
nied a municipality’s application for 
authority to acquire, by condemnation or 
eminent domain proceedings, water 
facilities lying within its corporate 
boundaries. It was impossible for the 
commission to find that the users of water 
service would not be adversely affected 
if the authority were granted. 


The municipality’s assumption that it 
could purchase water from another city 
at rates fixed by the commission was un- 
supported by the evidence offered. The 
witness called in support of that assump- 
tion testified in effect that the other city 
was in a position to furnish to the appli- 
cant sufficient water to meet the demands 
made upon it for service if the applica- 
tion were granted. He was not author- 
ized to speak for the city which would 
furnish the water supply. He assumed 


that it would be agreeable to those in 
authority to furnish that water at such 
rate as it would fix. The commission held 
that it does not have authority to require 
a city to furnish water to another city for 
resale to its customers. 


The commission stated that the burden 
was upon the municipality to show that 
if it should be granted the authority for 
which it has applied, the users of water 
in that area would not be adversely affect- 
ed. The city failed to do this. The kind 
and quantity of property in the water sys- 
tem sought to be condemned and the prob- 
able value of that property were not 
known. Even more important, the com- 
mission said, was the fact that the city 
had not shown that it could obtain its 
water supply or the rate it would be re- 
quired to pay for water even if it could 
obtain it. Re Benwood (Case No. 3014). 


7 


Steam-heating Service Abandoned Because of Losses 


Bien. Montana commission author- 
ized an electric company to discon- 
tinue steam-heating service because of 
operating losses. Steam-heat customers 
have been converting to natural gas heat- 
ing equipment. The commission believed 
this trend would continue because gas 
was available to persons using the com- 
pany’s steam-heat facilities. 

Evidence indicated the cost of heating 
by gas is much less than the existing cost 
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of steam heat. The savings of gas over 
steam at rates which would have to be 
charged for steam service in order to pay 
proper charges would be even greater. 
Abandonment of the steam utility 
would require present users to install 
conversions to permit the use of gas and 
this would be expensive. But the com- 
mission pointed out that a utility cannot 
be required to operate at a loss. How- 
ever, before it abandons service it should 
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use every means at hand, including ap- 
lications for rate increases, to augment 
its revenues and avoid abandonment. 

In this case, to permit continuation of 
the heating operations and payment of 
operating expenses, depreciation, taxes, 
and return on investment, the company 
would require an increase of about 85 


per cent in present rates. As more cus- 
tomers discontinued service the neces- 
sary rates would increase. Consequently, 
the commission believed that no purpose 
would be served by a rate increase. Any 
rate that would be sufficient would be 
impractical. Re Montana Power Co, 
(Docket No. 3755, Order No. 2119). 


= 


Commission Approves New Telephone Rates; Accepts Original Cost 
Rate Base; Allows Pension and License Contract Expenses 


5 b Virginia commission approved a 
rate increase for the Chesapeake 
& Potomac Telephone Company on 
evidence that under existing rates a re- 
turn of only 3.7 per cent was being 
earned. While company witnesses had 
testified that new rates should yield a 
return of 7 per cent, the rates authorized 
would allow 6 per cent. 

A controversy arose between the 
company, the commission, and various 
interveners as to the proper rate base. 
It was generally conceded that present 
fair value should be used. The dispute 
arose as to the meaning of “fair value.” 

The commission pointed out that in 
Virginia it had been the practice, from 
before World War I to 1944, to use 
original cost with proper consideration 
being given to replacement costs. But 
since the Supreme Court decisions in the 
Hope Natural Gas Co. Case (1944) 320 
US 591, 51 PURNS 193, in which net 
original cost was used to determine value 
with no consideration being given to re- 
production cost, the Virginia commis- 
sion has not permitted replacement cost 
figures to affect its evaluation. As a mat- 
ter of fact, practically every rate base in 
Virginia since the “Hope” Case has been 
filed by the utilities themselves on the 
cost basis. 

The commission eliminated reproduc- 
tion cost from consideration with these 
remarks : 


The property of this company now 
in service has been assembled over a 
long period and has been engineered to 
meet a variety of conditions and cir- 
cumstances and has been altered and 
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modified to meet operating conditions, 
as they changed during the life of the 
property. 

We believe it would be illogical to 
assume, even for rate-making pur- 
poses, that the exact plant now being 
operated by the company would be re- 
produced under existing conditions . .. 
In addition, these reproduction cost 
estimates are based, in the main, on 
prices furnished by the Western Elec- 
tric Company, and some of the items 
priced are no longer being produced 
by Western Electric and others never 
were. It involves duplicating items of 
equipment and even buildings which 
are virtualiy obsolete and ready to be 
discarded, for many of which presum- 
ably the patterns, molds, and dies have 
been destroyed and could not be 
reproduced except at prohibitive cost. 

In short, it is a theoretical repro- 
duction of something which, as a prac- 
tical matter if it did not exist, would 
not be produced in its present form 
and locations. As this highly theoreti- 
cal process had questionable probative 
value in times of normal and stable 
economy, it has even less value at the 
present time. It is predicated too much 
on assumptions and not facts. It is 
entirely too conjectural. 


The use of a rate base consisting of 
total original cost less depreciation re- 
serve plus proper allowance for working 
capital was approved by the commission. 
It commented on the validity of such a 
rate base in these words: 


Utilities are not able to pick and 


328 





PROGRESS OF REGULATION 


choose the periods when they will in- 
stall plant. If the servicing of the public 
requires the installation of additional 
facilities, the utility may not defer the 
investment merely because price levels 
appear to be high. Under the condi- 
tions in this postwar period, utilities 
have found that meeting the public’s 
demand for service has required the 
installation of considerable additional 
plant at price levels much higher than 
those which prevailed before the war. 
The use of an investment rate base un- 
der such circumstances is sound, we 
believe, from the standpoint of both 
the customer and the utility. 


Separations of revenues and expenses 
in accordance with the NARUC manual 
were described as the best available at 
the present time for allocating between 
intrastate and interstate operations and 
were adopted for this proceeding. 

The expert witness for the objectors 
to the rate increase included no amount 
for materials and supplies in the figures 
he presented. The commission, rejecting 
this exclusion, remarked that it was the 
first time in its memory that anyone had 
taken such a position in a Virginia rate 
case. 

The commissioner examiner had made 
no allowance for working capital because 
of the availability of accumulations for 
Federal excise taxes, employee contribu- 
tions for old-age benefits, state unem- 
ployment, local excise taxes, etc. The 
commission did not consider that these 
tax accruals were a proper offset against 
cash working capital requirements. These 
taxes represent amounts for which the 
company acts merely as a collecting agent 
for governmental authorities and cannot 


properly be considered available working 
capital. 

Pension expense, both as to relief 
benefits and as to payments set aside 
annually on an actuarial basis to provide 
the stipulated benefits in the pension 
plan to eventual pensioners, was allowed. 
A “pay as you go” proposal for this 
allowance made by one of the interveners, 
in which each year the company would 
be allowed actual disbursements from the 
pension fund, was rejected. The com- 
mission’s approval of pension expenses 
also included sums paid into the pension 
fund to “freeze” the unfunded actuarial 
reserve requirements at the level it had 
reached in 1937. 

Payments made by the company to its 
parent company, American Telephone 
and Telegraph Company, under a license 
contract providing for payments of one 
per cent of gross revenues, were likewise 
approved. These payments were not, in 
the judgment of the commission, in ex- 
cess of the value of the financing, engi- 
neering, patenting, and other services 
provided by the parent. 

A proposal by one of the expert wit- 
nesses for the interveners that the com- 
mission do nothing about increasing rates 
until 1952, when more normal conditions 
would be attained, was rejected. The pro- 
posal was called unsound in that it would 
deny the company a fair return on the 
fair value of its property until 1952. 

Commission Chairman King dissented 
in a separate opinion in which he held 
that a 53 per cent return would provide 
the company with sufficient revenues to 
meet its requirements and to attract new 
capital by providing dividends for in- 
vestors. Re Chesapeake & Potomac 
Teleph. Co. (Case No. 9626). 


e 


District’s Complaint against Utility’s Expansion Dismissed 


yh. Missouri commission dismissed 
a water district’s complaint against 
a utility’s alleged invasion of territory 
where the utility’s certificate, awarded in 
1925, was broad enough to include the 
territory to which it planned to extend 
its lines. 
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The commission observed that the in- 
corporators of the water district knew, 
or should have known, the utility’s 
boundaries when the district was formed 
about ten years ago. No reason existed, 
the commission said, for limiting the 
water company’s boundaries in the pro- 
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ceeding at hand. The district is not under 
commission jurisdiction and would not 
be bound by any decision made. Since, 
under these circumstances, any orders 


e 


issued would bind only the company, the 
commission left the parties as it found 
them. Public Water Supply Dist. v. 
Raytown Water Co. (Case No. 11,664). 


Other Important Rulings 


Eby Missouri commission authorized 
a railroad to provide only a care- 
taker at what was formerly an agency 
station when the general public’s use of 
the station fell off to the point where 
profitable operation of an agency was no 
longer possible and no great incon- 
venience to the public would result from 


the service reduction. Re Thompson 
(Case No. 11,762). 


A shipper’s complaint against a rail- 
road for refund because of unreasonable 
freight rates for steel plate shipments was 
dismissed by the California commission, 
which found that the rates in question, 
while preferential, were not unreason- 


able. No proof of loss or damage by 
reason of the preferential rate had tad 
offered and no measure of reparation was 
available. Southern Pipe & Casing Co. v. 
Pacific Electric R. Co. 
44009, Case No. 5160). 


(Decision No. 


The Massachusetts Department of 
Public Utilities held that a motor car- 
rier’s practice of extending reduced rates 
to certain governmental or municipal 
authorities solely because of their nature 
constitutes unfair discrimination and 
places an undue burden on the general 
shipping public using motor carrier 
service. Re Walsh (C. S.) Motor 
Transp. (DPU 8994). 
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TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Southern Bell Telephone & 
Telegraph Company 


Docket No. U-2983 
May 24, 1950 


Pipes for authority to increase intrastate telephone 

rates; rate increase authorized. For earlier decision, see 

(1947) 72 PUR NS 264, and for Supreme Court decision, see 
(1949) 81 PUR NS 584. 


Return, § 15 — Reasonableness — Definition of fair return. 
1. A fair return for a public utility company is one which, under honest 
accounting and responsible management, is just and reasonable both to the 
public and to the utility, p. 68. 


Return, § 44 — Risk factor — Telephone company. 
2. A telephone company is not entitled to such profits as might attend more 
speculative enterprises since its rates, in order to be reasonable, must be 
commensurate with the risk, p. 68. 


Expenses, § 87 — Payment to parent telephone company — License fee. 

3. A payment of one per cent of a telephone company’s gross intrastate 
operating revenues to the parent telephone company under a license 
contract was upheld where the services rendered by the parent company 
were of substantial value to the subsidiary, the cost of the services as al- 
located to the subsidiary was less than the cost incurred by the parent 
company in their rendition, and it was improbable that the subsidiary could 
have obtained the essentially needed services at a lower cost from any other 
source, p. 69. 


Expenses, § 85 — Payment to affiliate — Telephone equipment. 

4. Payments made by a telephone company to an affiliate for equipment and 
supplies were allowed as proper operating expenses for rate-making pur- 
poses where the prices paid were substantially less than those charged by 
other manufacturers for similar materials, the telephone company was not 
obligated to and did not purchase from its affiliate if it could buy more 
advantageously from others, and the supply company’s profits were less 
than those of other manufacturing companies, p. 70. 


Valuation, § 213 — Rate base determination — Property held for future use. 
5. Property held for future use should be excluded from a telephone com- 
pany’s rate base, p. 71. 


Valuation, § 38 — Rate base determination — Plant acquisition adjustments. 
6. Telephone plant acquisition adjustments do not represent the value of 


properties used and useful in the rendition of intrastate service and should 
be excluded from the rate base, p. 71. 


[5] 65 84 PUR NS 





TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Expenses, § 26 — Explanation of proposed rate increase. 
7. The cost incurred by a telephone company in contacting large numbers 
of public officials and prominent and influential citizens during the pendency 
of a rate case for the purpose of explaining the company’s position in seek- 
ing a rate increase is not a proper operating charge for rate- -making pur- 
poses, p 72. 


Return, § 111 — Telephone company. 
8. A return of 6 per cent on a telephone company’s net investment was 
considered fair because it would produce funds sufficient to pay the com. 
pany’s intrastate proportion of interest on debt securities and an earning 
rate for equity capital in excess of 8 per cent, p. 74. 


Apportionment, § 7 — Telephone company — Separations Manual. 
Statement that separation procedures set forth in the Separations Manual 
developed by the National Association of Railroad and Utilities Commis- 
sioners, the Federal Communications Commission, and representatives of 
the telephone industry produce reasonably accurate results, p. 70. 


Rates, § 131 — Reasonableness — Improvement of service. 
Statement that the Commission, in authorizing a telephone rate increase, 
will require the company to continue and greatly enlarge its efforts to 
meet the demand for telephone service throughout the entire state and to 
report its progress at such intervals and in such manner as the Commission 
may prescribe, p. 77. 
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APPEARANCES: Edward W. Smith, 
General Counsel, for Southern Bell 
Telephone and Telegraph Company ; 
John T. Goree, Counsel, for South- 
ern Bell Telephone and Telegraph 
Company; Jefferson Davis, Gen- 
eral Attorney, for Southern Bell 


for the citizens of Cordova; William 
A. Roberts, for the cities of Memphis, 
Chattanooga, and Nashville, and for 
the citizens of Cordova; Russell Rice, 
for city of Jackson. 


By the Commission: On June 14, 
1949, the Southern Bell Telephone 


Telephone and Telegraph Company; 
William Hume, for Southern Bell 
Telephone and Telegraph Company; 
Cecil Sims, for Southern Bell Tele- 
phone and Telegraph Company; 
J. O. Bass, for Southern Bell Tele- 
phone and Telegraph Company; Al- 
fred T. Levine, Sr., for Tennessee Ho- 
tel Association; James J. Pleasants, 
Jr., for city of Memphis; Joe W. An- 
derson, for city of Chattanooga; E. C. 
Yokley, for city of Nashville; Neill S. 
Brown, for city of Nashville; Leon 
Jourolmon, Jr., for the cities of Mem- 
phis, Chattanooga, and Nashville, and 
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and Telegraph Company (hereinafter 
referred to as the “company”) filed 
a petition with this Commission re- 
questing the fixation of rates and 
charges for the company’s intrastate 
service in Tennessee which would pro- 
duce in addition to the amount of gross 
revenue then being received by the 
company from users of its service in 
Tennessee an additional $6,560,160 
per year, which the company alleged 
to be necessary in order to provide it 
with a fair return. 

The cities of Chattanooga, Mem- 
phis, and Nashville intervened in the 
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proceeding and actively participated 
in all of the hearings in opposition 
to the proposed increases in Tennessee 
intrastate rates and charges sought by 
the company. 

Hearings began on September 6, 
1949, before the full Commission and 
testimony was received thereafter at 
intervals through December 9, 1949. 
Counsel for the company and for the 
intervening cities filed well-prepared 
briefs on January 9, 1950, and the full 
day of January 16, 1950, was con- 
sumed in the presentation of oral ar- 
gument. Thereafter reply briefs were 


filed by the company and by the cities. 

The record in this case includes ap- 
proximately 3,694 pages, in addition 
to 214 exhibits, many of which are of 
a voluminous nature, and the hearing 
of the case consumed twenty-four days 
during which the proceedings were ac- 


tively in progress. 

This case has probably consumed 
more actual time of the Commission 
and its staff and is more voluminous 
in nature than any proceeding engaged 
in by this Commission in recent years. 


Organization and Background 
of the Company 


The Southern Bell Telephone and 
Telegraph Company is a corporation 
chartered under the laws of the state 
of New York for the purpose of doing 
a general telephone business in the 
states of Tennessee, Alabama, Florida, 
Georgia, Kentucky, Louisiana, Mis- 
sissippi, North Carolina, and South 
Carolina. 

The Southern Bell Company is a 
unit of the Bell system, and all of the 
stock of the company is owned by the 
American Telephone and Telegraph 
Company, a corporation organized un- 


der the laws of the state of New York. 
This stock is not traded on the open 
market, but is retained exclusively by 
the American Company. 

The debt securities of the Southern 
Bell Company are held by the general 
public and the stock of the American 
Telephone and Telegraph Company is 
likewise widely owned. 

The American Telephone and Tele- 
graph Company, which carries on the 
activities of a holding company in con- 
nection with its stock dealings with 
the petitioner herein, also owns 50 per 
cent of the Bell Telephone Labora- 
tories, a corporation engaged in re- 
search and development for the Bell 
system. The remaining half-interest 
in said Beil Telephone Laboratories is 
owned by the Western Electric Com- 
pany. The American Company also 
owns 99.81 per cent of the stock of the 
Western Electric Company. In addi- 
tion, the American Telephone and 
Telegraph Company owns exclusively 
a real estate corporation, same being 
the 195 Broadway Corporation, New 
York city. It also owns and operates 
the Long Lines Department, which 
department owns the long-distance 
lines, and renders long-distance serv- 
ice in conjunction with other telephone 
companies. 

The Western Electric Company, re- 
ferred to above, manufactures tele- 
phone equipment and apparatus for the 
Bell system companies and certain 
other customers. Under the standard 
supply contract, Western Electric 
Company also provides for the Bell 
system companies, including the peti- 
tioner, material and supplies required 
for any purpose. Western Electric 
further disposes of excess and junk 
material for the Bell system companies. 
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The American Telephone and Tele- 
graph Company is also the owner, en- 
tirely or in part, of twenty-one other 
operating telephone companies in ad- 
dition to the Southern Bell Company. 
The Southern Bell Company, together 
with ten other operating telephone 
companies are owned exclusively by 
the American Company, and of the 
remaining eleven operating telephone 
companies, the American Company 
owns 99.99 per cent of the stock of 
four. of same, 99.31 per cent of the 
stock in one of said companies, and a 
majority interest in three of the com- 
panies and a minority interest in the 
remaining three companies. 

This proceeding constitutes the sec- 
ond application in recent years by the 
Southern Bell Company for a general 
increase in its schedules of rates and 
charges for intrastate telephone serv- 
ice in Tennessee. On June 10, 1947, 
the company filed with the Commis- 
sion a petition seeking a general over- 
all average increase of 16.27 per cent 
in its intrastate rates and charges. 

That application (Railroad and 
Public Utilities Commission Docket 
No. 2830, 72 PUR NS 264) was de- 
nied by the Commission, but was sub- 
sequently made effective by court order 
[(1949) 81 PUR NS 584]. The 
company had estimated during the 
course of that proceeding that the 
rates then proposed would increase its 
annual revenue in Tennessee by more 
than $4,000,000 based upon the sta- 
tions in service as of March 31, 1947. 


Legal Standards for Determining 
Just and Reasonable Rates 


[1,2] The Commission has given, 
in addition to the time spent in the ac- 
tual hearing of this case, much study 
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to this matter, keeping in mind the 
interest of the public in obtaining the 
highest quality of telephone service at 
a reasonable and fair rate, and the 
right of the company to a fair and 
reasonable return upon their proper- 
ties dedicated to the telephone service 
in Tennessee. 

A fair return is one which, under 
honest accounting and _ responsible 
management, is just and reasonable 
both to the public and to the utility. 
More than this is an unnecessary pub- 
lic burden. Less than this is a check 
to development. Such rates must, of 
course, be nonconfiscatory. 

“Rates which are not sufficient to 
yield a reasonable return on the value 
of the property used, at the time it is 
being used to render the service, are 
unjust, unreasonable, and confiscatory, 
and their enforcement deprives the 
public utility company of its property 
in violation of the Fourteenth Amend- 
ment.”” Bluefield Water Works & Im- 
prov. Co. v. West Virginia Pub. Serv- 
ice Commission, 262 US 679, 690, 67 
L ed 1176, PUR1923D 11, 18, 43 
S Ct 675. 


The rates, in order to be reasonable, 
must be commensurate with the risk. 
However, the company is not entitled 
to such profits as might attend more 
speculative enterprises. 

“What annual rate will constitute 
just compensation depends upon many 
circumstances and must be determined 
by the exercise of a fair and enlight- 
ened judgment, having regard to all 
relevant facts. A public utility is en- 
titled to such rates as will permit it 
to earn a return on the value of the 
property which it employs for the con- 
venience of the public equal to that 
generally being made at the same time 
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and in the same general part of the 
country on investments in other bus- 
iness undertakings which are attended 
by corresponding risks and uncertain- 
ties; but it has no constitutional right 
to profits such as are realized or antici- 
pated in highly profitable enterprises 
or speculative ventures.” Bluefield 
Water Works & Improv. Co. v. West 
Virginia Pub. Service Commission, 
supra, 262 US at pp. 692, 693, PUR 
1923D at pp. 20, 21. 

Also see Knoxville v. Knoxville Wa- 
ter Co. (1909) 212 US 1, 53 L ed 
371, 374, 375, 376, 29 S Ct 148: 

“The fact that the company is, or 
is not, indebted, is wholly immaterial 
upon the question of a ‘fair return.’ ... 

“A public utility company must 
confine its expenditures to such as are 
legitimate for carrying on its business. 
It may not, as between itself and the 
public, take the same liberties as a 
corporation may assume as between 
itself and stockholders. Even between 
the company and its stockholders, sub- 
scriptions to charitable objects, though 
calculated to advance the interest of a 
corporation, are not permissible. . . 

“What the company is entitled to 
demand in order that it may have just 
compensation is a fair return upon the 
reasonable value of the property at the 
time it is being used for the public.” 


License Contract 


[3] Southern Bell has an agree- 
ment with the American Company 
known as the license contract, under 
which Southern Bell is permitted to 
use patents owned by the American 
Company. The American Company, 
through its general department also 
renders various services to Southern 
Bell and the latter company receives 


certain services from Bell Labora- 
tories. For these services and privi- 
leges Southern Bell pays the American 
Company one per cent of most of its 
gross intrastate operating revenues, 
the payment being charged to operat- 
ing expenses. 

Witnesses for Southern Bell testi- 
fied that the payments it makes under 
the license contract are proper oper- 
ating expenses and that the contract 
is beneficial to it in its operations in 
Tennessee. 

A witness for the intervening cities 
proposed the disallowance of a large 
part of the amounts paid to the Amer- 
ican Company under the license con- 
tract on the theory that certain of the 
services relate to the American Com- 
pany functions as a holding company. 
This witness, however, admitted that 
he had made no study as to the nature 
and value of the services received by 
the Southern Bell under the license 
contract, and his testimony relative 
thereto was from an accounting view- 
point only; and the record shows that 
his theory of accounting to which he 
gave application was in direct conflict 
with that of a special committee of the 
National Association of Railroad and 
Utilities Commissioners and the Fed- 
eral Communications Commission 
which had made a special accounting 
study of this subject. 

The record shows that the services 
rendered by the American Company 
are of substantial value to the Southern 
Bell Company in Tennessee, and the 
cost of these services as allocated to 
Southern Bell is less than the cost in- 
curred by the American Company in 
the rendition of the services and that 
it is most improbable that Southern 
Bell could obtain these essentially 
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needed services at a lesser cost from 
any other source. The Commission 
therefore concludes the payments made 
under the license agreement during the 
test period are not subject to adjust- 
ment. 

Standard Supply Contract 


[4] The Western Electric Com- 
pany is the manufacturing and supply 
unit of the Bell system from which 
Southern Bell purchases most of its 
materials and supplies under what is 
known as the Standard Supply Con- 
tract. Close inquiry was made in the 
hearing as to the dealings between 
these affiliates. Southern Bell con- 
tends that this contract is also of sub- 
stantial benefit to it. The interveners 
took the position that Western’s earn- 
ings and certain of its reserves were 
too high and certain adjustments 
should be made in Southern Bell’s 


rate-base and operating expenses to re- 


flect a reduction in Western’s previous 
billings for equipment and services 
furnished under the supply contract. 

The record in this case shows that 
the prices paid by Southern Bell to 
Western Electric under the Standard 
Supply Contract are substantially less 
than those charged by other manu- 
facturers for similar materials, and 
Southern Bell is not obligated to 
and does not purchase from Western 
if it can buy more advantageously 
from others. The record further 
shows that Western’s profits are less 
in comparison with those of other man- 
ufacturing companies. Accordingly, 
we find nothing in the transactions be- 
tween the Southern Bell and Western 
Electric Company under the Standard 
Supply Contract to warrant any ad- 
justment of its rate base or operating 
expenses. 
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Separations 


Most of the company’s plant in Ten- 
nessee is used and useful in both intra- 
state and interstate service, and, to ob- 
tain operating results for intrastate 
service, disassociated from the inter- 
woven interstate operations, it is nec- 
essary to make studies to eliminate 
that part of the company’s investment, 
revenues, and expenses that is assign- 
able to interstate. The operating 
results figures submitted by the com- 
pany in this case are those which re- 
sulted from the application of separa- 
tion procedures which are set forth in 
a “Separations Manual” filed as Ex- 
hibit 3 in this record. This manual 
was developed through the joint ef- 
forts of committees of the National As- 
sociation of Railroad and Utilities 
Commissioners, the Federal Commu- 
nications Commission, and represent- 
atives of the telephone industry. It 
is the product of years of highly tech- 
nical study and while probably not 
perfect it is the best approach we have 
at the present time and produces rea- 
sonably accurate results. 

A witness for the interveners, who 
admitted to no personal and practical 
experience in making separation 
studies and to no experience in the 
associated traffic and engineering 
fields, proposed to depart from the 
manual and reduce the intrastate rate 
base by apportioning the cost of 
station equipment and exchange out- 
side plant on the basis of the separa- 
tion of central office equipment. His 
proposed adjustment would be incon- 
sistent with the “use theory,” which is 
the fundamental basis of the “Separa- 
tions Manual,” and such an adjust- 
ment would be arbitrary and in conflict 
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with recognized separation procedures 
as included in the record. 


Rate Base 


Concerning the rate base the com- 
pany offered testimony as to the orig- 
inal cost of its properties devoted to 
the intrastate service in Tennessee, the 
net investment in such properties 
(original cost less accumulated depre- 
ciation reserve), the reproduction cost 
new of the properties, and reproduc- 
tion cost new less existing deprecia- 
tion, and the amount of capital (stocks, 
bonds, and surplus) represented by the 
properties. 

The company took the position, 
however, that this was a revenue case 
and that, accordingly, it was imma- 
terial which rate base was determined 
to be proper so long as the rates pre- 
scribed produced sufficient revenues 
and resultant earnings. Actual and 


proposed earnings were shown in re- 
lation to each of these several bases, 
but net investment was predominately 
used as a rate base by both the com- 
pany and the interveners. 


While there were no objections to 
the general principle of using net in- 
vestment as the rate base, some ques- 
tions were raised as to the inclusion 
therein of certain items. The most 
significant of these items was con- 
struction work in progress amounting 
to $1,681,556. The intervening cities 
contended that this item should be 
eliminated from the base due to the 
fact that interest during construction 
was accrued on the capital sums while 
the plant was under construction and 
that inclusion of construction work in 
progress in the rate base would pro- 
vide a dual return on this item. 
the abnormally 


Due _ to large 


amounts included in the proposed rate 
base for construction work in progress, 
the Commission is of the opinion that 
it would be equitable to the telephone 
user and the company for the purposes 
of this case to exclude from the rate 
base 50 per cent of the total or $840,- 
778 for this account and therefore con- 
cludes that this amount should be elim- 
inated from the rate base. 

[5,6] The Commission is of the 
opinion that the amounts of $44,593 
covering Property Held for Future 
Use, and $122,320 covering Telephone 
Plant Acquisition Adjustment account 
do not represent the value of proper- 
ties used and useful in rendition of in- 
trastate service and finds that these 
amounts should be excluded from the 
rate base. 


Working capital was another item 
questioned. With reference to this 
item, a witness for the intervening 
cities made a balance sheet determina- 
tion of the amounts applicable for 
working capital with the result that he 
eliminated from the net investment 
amount all materials and ‘supplies, to- 
taling $1,309,844, and reduced the 
company’s cash working capital item 
by $101,080. It is to be borne in 
mind that the amount of $1,309,844, 
represents materials and supplies ac- 
tually on hand and used in the com- 
pany’s operations and that the cash re- 
quirement amount is composed sub- 
stantially of the till money and other 
cash required in the company’s opera- 
tions. A technical and theoretical 
calculation as to the amounts required 
for these purposes is not to be pre- 
ferred to the actual facts of record. 
The Commission sees no justification 
for any adjustment of these amounts 
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of working capital in the net invest- 
ment base. 

Other adjustments in the rate base 
insisted upon by the intervening cities 
stem from their contentions in regard 
to the Western Electric Company 
prices and the separation of property 
between interstate and _ intrastate. 
These adjustments associated with the 
Western Electric supply contract and 
with the separation procedures are in- 
applicable in view of the above findings 
on these items. 


The Commission, after giving effect 
to the above adjustments, finds that 
net investment as of June 30, 1949, in 
the amount of $72,231,915 is a fair 
rate base for the purpose of this case. 


Operating Expenses 


An exhaustive examination was 
made of maintenance, traffic, commer- 
cial, accounting, and pension costs as- 
signed to intrastate operations to de- 
termine if they were reasonable and 
proper, and also to ascertain whether 
future operating expenses could be ex- 
pected to remain at the same cost level 
per station in service. 

In addition to factual data dealing 
with this subject introduced by the 
company at the request of Commis- 
sion counsel, witnesses for the cities 
placed in evidence a large number of 
exhibits and related testimony purport- 
ing to prove that future operating ex- 
penses per station in service would be 
at a lower level. 

The respective company witnesses 
responsible for each different operation 
were subjected to a thorough cross- 
examination of the data placed in evi- 
dence dealing with past and current 
cost trends, and while certain of the 
operating accounts would seem to in- 
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dicate that as additional stations are 
added, the cost per station in service 
has shown a downward trend, the 
record on which the issues of this case 
must be decided does not reflect any 
conclusive information for this Com- 
mission to determine with reasonable 
accuracy what the actual cost level will 
be in the future. 

The Commission has no desire or 
intention to substitute its judgment for 
that of the company by the making of 
arbitrary adjustments in the future 
costs of operating the property of the 
company, as such a procedure, when 
not supported by evidence of record, is 
nothing more than “the holding for a 
better life to come.” 

The Commission does not find sup- 
port in the record for an adjustment 
to operating expenses in this case. 
There is basis for concluding that the 
future may bring about a decrease in 
cost of operations on a per station 
basis, but this does not offer the Com- 
mission more justification for affirma- 
tive findings at this time than does the 
request of the company for a further 
increase in rates based upon the al- 
leged present depressing effect of the 
high cost of construction, which con- 
tention the Commission also finds 
lacking in merit and which will be 
dealt with in more detail hereinafter. 

[7] The company has admittedly 
employed the practice of contacting 
large numbers of public officials and 
prominent and influential citizens dur- 
ing the pendency of this and other 
rate hearings for the alleged purpose 
of “explaining” the company’s posi- 
tion. The Commission is of the opin- 
ion that this practice is not a whole- 
some or a desirable one, and if 
pursued by the company, it must be 
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conducted at the expense of someone 
other than the ratepayer. 

This record does not permit a sep- 
aration of the amount of expense so in- 
volved, but regardless of whether 
same is large or small, the Commission 
is of the opinion that in the future the 
company should make and keep a rec- 
ord of the cost of the hours expended 
for such contacts and all other expense 
data related thereto so that same may 
be definitely and entirely excluded 
from operating expenses. 

Along this line the United States 
Supreme Court in the case of Knox- 
ville v. Knoxville Water Co. (1909) 
212 US 1, 53 L ed 371, 375, 29S Ct 
148, said: “The rules of law applica- 
ble to operating expenses are well set- 
tled. It is held to be the duty of the 
courts to allow no item of expenditure 
which is not satisfactorily shown to be 
an actual and proper charge in the ac- 
tual conduct of the business of supply- 
ing water; and when legal or other 
general expenses are claimed they 
must be shown to have had a proper 
relation to that business.” 


Depreciation Rates 


The rates applied by the company to 
its depreciable property are those 
which have been determined by engi- 
neering studies made by engineers of 
the company and representatives of 
the Federal Communications Commis- 
sion. 

The rates are adjusted when neces- 
sary to meet new or changing condi- 
tions. The record will not support 
the making of any appropriate adjust- 
ment in the rates used during the test 
period and the Commission accepts as 
correct for the purpose of this case the 
depreciation rates used by the com- 


pany and the amount of depreciation 
expense and depreciation reserve as- 
signed to intrastate operations. 


Present Earnings 


The company submitted its intra- 
state operating results for a period ex- 
tending from 1945 through June, 
1949, which showed a downward trend 
in earnings. The record shows that 
this downward earning trend is due 
to increases in the cost of labor and 
materials and that, notwithstanding 
an emergency increase in rates made 
effective in September, 1948, the com- 
pany’s earnings for the ten months’ 
period ending June 30, 1949, were at 
the annual rate of only 2.41 per cent 
on net investment. The continuation 
of the downward trend in earnings is 
indicated by the fact that earnings for 
the four months ending June 30, 1949, 
were, on an annual basis, at the still 
lower rate of 2.10 per cent. This 
trend, however, is highly question- 
able due to the short four months’ pe- 
riod to which it pertains. 

Earning statistics for the ten 
months ending June 30, 1949, were 
furnished in great detail and both the 
company and the intervening cities 
made use of the actual operating re- 
sults for the 10-month period as indi- 
cating the current level of earnings. 
The Commission likewise adopts this 
10-month period, raised to an annual 
basis, as being an appropriate test 
period for this case. The record shows 
that earnings which range from 2.10 
per cent to 2.41 per cent on net invest- 
ment (a lower rate than the company 
is required to pay on its bonded in- 
debtedness) are inadequate and too 
low to enable the company to discharge 
its duties to the public, pay interest 
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on debt securities, and provide a rea- 
sonable return on its equity capital. 


Rate of Return 


[8] The question of what rate of 
return is required by the company is 
exhaustively explored in the record. 
Three witnesses qualified as financial 
experts and gave extensive testimony 
on this subject. 

The company’s witness Stubbs, tes- 
tified that the average capital structure 
of the company for the year ending 
May 31, 1949, consisted of 34.28 per 
cent bonds and 65.72 per cent equity 
capital and that in his opinion this cap- 
ital structure involving approximately 
one-third debt and two-thirds equity 
capital was appropriate for this com- 
pany. He further testified that the in- 
terest requirements for the bonded in- 
debtedness were at the rate of 2.81 per 
cent and that the requirements for the 


equity capital of the company was at 


the rate of 9 per cent. The return on 
this capital structure at these rates was 
computed to be 6.88 per cent. Other 
capital totaling $17,644,118, represent- 
ing funds held by the American Com- 
pany available for lending to Southern 
Bell upon call were included at the rate 
of 5.63 per cent. The difference be- 
tween this 5.63 per cent and the 6.88 
per cent was alleged to be an allow- 
ance of 1.25 per cent for a return from 
temporary investment of the funds 
held available. The composite earn- 
ing rate was thus computed to be 6.84 
per cent on the total capital. 


Adjusting the earning requirement 
rate of 6.84 per cent thus computed (1) 
for capital not devoted to the com- 
pany’s telephone business, and, (2) to 
exclude from the computed earning re- 
quirement the interest charged to con- 
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struction (and thus avoid a dual re- 
turn on the construction work in prog- 
ress item), the witness derived a to- 
tal earning requirement for the South- 
ern Bell Company of $36,114,738. 
When related to the company’s net 
average investment for the year ended 
May 31, 1949, this earning require- 
ment gave a ratio of 6.68 per cent 
and witness Stubbs adopted 6% per 
cent on net average investment as 
representing, in his opinion, a fair rate 
of return. — 

The record does not support the in- 
clusion of the funds held available by 
the American Company in the South- 
ern Bell total capital at the rate of 
5.63 per cent. Adjustment of the 
Stubbs’ calculation to eliminate these 
funds would leave the earning rate pro- 
posed by witness Stubbs as 6.49 per 
cent on the net average investment. 

Witness Robinson, for the com- 
pany, testified that a capital structure 
of one-third debt and two-thirds equity 
capital would be proper. After dis- 
cussing the debt and equity earning re- 
quirements separately, he expressed 
the opinion that earnings at 6.75 per 
cent on the total capital would be re- 
quired for a fair return to the com- 
pany. This rate of 6.75 per cent on 
the total capital would be a rate of 
6.55 per cent on the net investment in 
the properties. 


Witness Lasdon, for the cities, sub- 
mitted an analysis of the American 
Company’s earnings requirement as of 
June 30, 1949. After providing for 
interest requirements, he considered 
that the earnings for equity capital 
should be enough to permit payment 
of a $9 annual dividend on an 85 per 
cent pay-out basis. These earnings 
for equity capital would be at the rate 
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of 8.2 per cent. Witness Lasdon did 
not express an opinion on the proper 
capital structure for the company, but 
used the status as of June 30, 1949, 
and calculated the American Com- 
pany’s earnings requirement at that 
date as 6.05 per cent on total capital. 
He then applied the 6.05 per cent to 
Southern Bell equity capital on the 
theory that the funds used by the 
American Company to _ purchase 
Southern Bell Company stock are a 
composit of funds invested in Ameri- 
can Company by both debt and equity 
capital investors, and after applying 
2.81 per cent to Southern Bell debt 
capital, witness Lasdon computed the 
required rate of return for Southern 
Bell as 5.06 per cent on the total cap- 
ital. 

The company contends that, in the 
Lasdon calculation, the full equity 
earning rate of 8.2 per.cent as pro- 
posed by him should be applied to the 
Southern Bell common stock capital 
to compute the over-all earnings re- 
quirements. A calculation similar to 
Lasdon’s was made in a recent Ala- 
bama case involving substantially the 
same factual situation as exists in 
this case. In reviewing this calcula- 
tion the Alabama supreme court [in 
Public Service Commission v. South- 
ern Bell Teleph. & Teleg. Co. (1949) 
— Ala —, 84 PUR NS 221, 240, 
42 So2d 655, 671], stated: 

“We take no exception to the action 
of the Commission in considering the 
earnings requirements of the Ameri- 
can Company to determine the earn- 
ings requirement of Southern Bell. 
In fact, since the American Company 
owns all of the stock of Southern Bell 
and is a public utility with its dividend 
requirements regulated, we assume, 


by the Federal Communications Com- 
mission, it seems to us that the action 
of the Commission is proper. But we 
do not think that in fixing a rate of 
5.9 per cent on the stock of the South- 
ern Bell the Commission followed a 
correct procedure. In our judgment 
this action will not stand analysis. 
“The rate of 5.9 per cent on the 
capital stock of the company is com- 
puted by the Commission by taking the 
average of the allowance of $9 per 
share on the capital stock of the Amer- 
ican Company with the rate of 2.76 
per cent on the debt capital of the 
American Company. This results in 
reducing the rate allowed on the equity 
capital of Southern Bell by the rate 
on the debt capital of the American 
Company. The proof shows that the 
debt capital of the American Company 
represents bonds carried by the Amer- 
ican Company for the associated com- 
panies which do not carry their bonds 
directly with the public. On the other 
hand, the debt capital of Southern Bell 
represents bonds which Southern Bell 
does carry directly with the public. .. . 


“In principle the procedure fixes one 
rate of return to be received by the 
American Company on its investment 
in each of the Bell system companies 
without regard to the varying capital 
structures of the companies and the 
consequent risks involved. In calcu- 
lating how the American Company 
will get this 5.9 per cent from the other 
companies their varying capital struc- 
tures are ignored. According to the 
proof some of the Bell system com- 
panies have no bonded debt at all while 
others have bonded debt in varying 
proportions. Southern Bell is one of 
the high debt companies. The Ohio 
Bell has no debt. A 4.5 per cent over- 
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all for Southern Bell and a 5.9 per cent 
return for Ohio Bell cannot be justi- 
fied. From an investor’s standpoint 
the risks of the Ohio Bell are less be- 
cause it has no bonded debt. 

“The calculation by the Commission 
results in the projection of some of 
the debt capital of the American Com- 
pany into the total capital structure 
of Southern Bell. This seems to us to 
be an unwarranted assumption that 
part of the American Company’s debt 
capital is employed by Southern Bell 
in Alabama. The proof shows that 
the common stock of the American 
Company is in reality the Bell system 
common stock. Since the 
Southern Bell carries its own bonded 
debt with the public, the equity capital 
of Southern Bell is in truth equity 
capital and not part bonded debt.” 

Adjustment of the Lasdon calcula- 
tion to provide for application of his 
8.2 per cent equity rate to the South- 
ern Bell equity capital would, on 
basis of the Southern Bell average 
capital structure for the year ending 
May 31, 1949, result in a rate of re- 
turn of 6.17 per cent on total capital, 
which would be 5.99 per cent on net 
investment. 

As will be seen, witnesses for the 
company and the cities all approached 
the development of a proposed rate of 
return by determining the amount of 
money needed to pay the interest on 
outstanding debt securities in the 
hands of the public, — which is an 
actual figure, and the amount they 
each considered should be earned to 
afford a fair return to the stockholder, 
— which is a judgment figure. 

The different amount of total dol- 
lars each witness arrived at in comput- 
ing earnings requirement is therefore 
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solely attributable to the different earn- 
ing rates proposed by each witness to 
be applied to the amount: invested by 
the stockholder which is commonly re- 
ferred to as equity capital. 

Based on all the evidence of record 
and in full recognition of the fact that 
the determination of a fair earning 
rate for equity capital is a matter for 
judgment and is influenced by the 
many different factors to be considered 
such as the need to attract additional 
funds to the business, the ratio of debt 
to equity capital, the competition for 
the investor’s dollar, and past and pres- 
ent earning trends, the Commission 
concludes that a 6 per cent rate of re- 
turn on net investment (the rate base) 
which will produce funds sufficient to 
pay the Tennessee intrastate propor- 
tion of interest on debt securities and 
an earning rate for equity capital in 
excess of 8 per cent, is—for the pur- 
pose of this case—a fair rate of return. 


Additional Gross Revenue 
Requirement 


In reaching its decision as to the 
fair rate of return, the Commission 
was mindful of the fact that there is 
a constant ever-present demand for 
new and improved telephone service 
in the state of Tennessee, particularly 
in the rural and small town commu- 
nities, which trend is expected to be a 
continuing one, during the next few 
years. If this expansion is to be made, 
the company must have sufficient earn- 
ings to justify and inspire the confi- 
dence of the investing public so that 
it will be able to acquire the necessary 
funds with which to make the de- 
sired expansion and improvements in 
telephone service. 


The Commission is particularly in- 
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terested and concerned in this con- 
nection, believing that it is the obliga- 
tion of the company to provide, and 
the responsibility of the Commission 
to see that the company provides the 
best, most modern possible service to 
the greatest possible number of Ten- 
nesseans desiring to obtain or use such 
service. 

The Commission, coincident with 
the granting of increased rates for 
telephone service, in this order, will, 
by separate order, in this case, require 
the company to continue and greatly 
enlarge its efforts to meet the demand 
for telephonic service throughout the 
entire state and to report its progress 
at such intervals and in such manner 
as the Commission may prescribe. 

Considering all the facts of record, 
including the above findings as to the 
fair rate of 6 per cent return on net 
investment and recognizing the com- 
pany’s existing earning level from this 
record to be in the range of 2.10 per 
cent to 2.41 per cent, the Commission 
finds that an increase in the company’s 
intrastate gross revenue of $4,557,400 
is required to produce for the company 
a return of 6 per cent on the rate base 
found herein, — which the Commis- 
sion finds to be a fair return to the 
company. 

The company has alleged that an in- 
crease of $6,560,160 is necessary to 
provide it with a fair return. Of this 
amount approximately $1,250,000 rep- 
resents an allowance to care for the 
depressing effect on earnings of con- 
tinued high cost construction. Much 
evidence was given to show that the 


rapid construction at high cost levels 
exerts a depressing effect on the earn- 
ing ratio. The inclusion by the com- 
pany of this $1,250,000 was to pro- 
vide against this depressing effect 
over a period of some two or three 
years into the future. 


It is no more appropriate to give 
effect in this order to an anticipated 
reduction in earnings because of future 
construction costs than to give effect 
to any future reduction in operating 
expenses which witnesses for the in- 
tervening cities anticipate. Changes, 
if any, to be brought about by future 
construction or by future increases in 
labor productivity or other changes in 
expense factors, must, in the opinion 
of the Commission, be cared for in the 
future. The Commission will not 
ignore the known facts and conditions 
in favor of a future depressed by com- 
pany predictions of heavy construc- 
tion cost any more than it will ignore 
the known facts and conditions in 
favor of a future brightened by inter- 
vener predictions of declines in ex- 
pense levels. This Commission, there- 
fore, makes no allowance for depress- 
ing effect which may result from 
future construction. 


Although the rate increase provided 
for herein is approximately $2,000,000 
short of the increase sought by the 
company, it is the judgment of the 
Commission that this increase in rates 
is sufficient and adequate in the present 
circumstances under the facts of rec- 
ord. 
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Harris Hotel Company (called Penn- 
Harris) against The Bell Telephone 
Company of Pennsylvania (called 
Bell), and the complainants appealed 
separately. They charged in effect 
that Bell violated the Public Utility 
Law of May 28, 1937, PL 1053, as 
amended, 66 PS § 1101 et seq., by 
omitting from its filed tariffs the scale 
of commissions paid by Bell to the ho- 
tls for services rendered by the hotels 
in connection with the semipublic 
branch exchanged service to which 
they subscribed. 

[1,2] The Association comprises 
205 Pennsylvania hotels; 125 of them 
subscribe to the branch exchange serv- 
ice; and 56 of these are represented by 
the Association and mentioned in the 
complaint. The Association itself is 
not a subscriber to the type of service 
here involved. The Law, supra, 


$1001, 66 PS § 1391, provides: “The 


Commission, or any person, corpora- 
tion, or municipal corporation having 
an interest in the subject matter, ... 
may complain in writing ag 
(Italics added.) Obviously, the As- 
sociation does not have a direct, imme- 
diate, pecuniary, and substantial inter- 
est in the subject of the controversy, 
and the Commission correctly held 
that it was not a proper party. Lans- 
downe Borough Board of Adjustment 
(1934) 313 Pa 523, 170 Atl 867; 
Pennsylvania Commercial Drivers 
Conference v. Pennsylvania Milk Con- 
trol Commission (1948) 360 Pa 477, 
62 A2d 9; Seitz Liquor License Case 
(Re Seitz) (1945) 157 Pa Super Ct 
553, 43 A2d 547. 

Penn-Harris is qualified to litigate 
the questions herein raised. It utilizes 
Bell's semipublic branch exchange 
service. By it Penn-Harris’ guests, 


and those of other hotels which use 
the service, secure incoming and out- 
going telephone service by means of 
extension stations connected with a 
central switchboard located on the ho- 
tel premises and operated by hotel em- 
ployees. The equipment is owned by 
Bell and leased to the hotel at a month- 
ly rental prescribed in the tariffs filed 
with the Commission or its predeces- 
sor. The reasonableness of that rent 
is not here questioned. The tariffs 
provide for a contract under which 
the hotel is designated as Bell’s agent 
for the collection of the toll charges in- 
curred by the guests. For the service 
rendered as collecting agent Bell pays 
a stipulated commission which, al- 
though changed from time to time, is 
uniform, and is paid by deducting the 
amount earned from the rent and the 
total of toll charges shown on the bill 
submitted monthly to the hotel. Since 
1924, without objection by anyone be- 
fore the present complaint was filed in 
1946, Bell’s tariffs did not state the 
scale of the commissions and the con- 
tracts for them were not filed with the 
Commission. 

The contracts also provided that the 
hotel should “collect for the company 
its regularly established tolls.” Vio- 
lation of this provision precipitated 
this controversy. Penn-Harris and 
other hotels began to impose sur- 
charges upon its guests, i. e., they 
charged and collected from their guests 
a sum of money over and above the 
legal rate established by Bell, and re- 
tained the surcharge for themselves. 
Hence the guest paid more than the 
rate established by Bell’s tariffs, and 
the hotels, which obviously are not 
public utilities, collected compensation 
for the use of telephone facilities. In 
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1942 the Commission informed Bell 
that this constituted a violation of its 
tariffs and directed it to institute nec- 
essary measures to have its tariffs 
strictly followed. Copies of this let- 
ter were sent to Penn-Harris and other 
hotels. No further action was taken 
pending completion of certain proceed- 
ings before the Federal Communica- 
tions Commission. In 1944 that 
Commission ordered all telephone 
companies to file new tariffs which ex- 
pressly stated that surcharges by ho- 
tels in excess of the duly published in- 
terstate tariff rates were prohibited, 
and its order was affirmed by the 
United States Supreme Court. Am- 
bassador, Inc. v. United States (1945) 
325 US 317, 89 L ed 1637, 58 PUR 
NS 193, 65 S Ct 1151. Subsequently 
Bell notified Penn-Harris and other 
hotels that unless they ceased making 
surcharges on intrastate toll messages 
their contracts would be canceled. 
Penn-Harris and other hotels con- 
tinued the surcharges, and their con- 
tracts were canceled. Consequently, 
no contract for commissions has been 
in force between Bell and Penn-Har- 
ris since the cancellation, and yet 
Penn-Harris has withheld $7,148 as 
alleged commissions. After Bell 
Teleph. Co. v. Philadelphia Warwick 
Co. (1947) 355 Pa 637, 68 PUR NS 
219, 50 A2d 684, was instituted to 
collect the commissions withheld by 


that hotel, the instant complaint was 
filed. 

Coincident with the cancellations, 
Bell offered a new contract under 
which the hotel was required, inter 
alia, to agree that it would not charge 
its patrons any sums for telephone 
service in addition to those set forth 
in Bell’s tariffs. On its part, Bell 
agreed to pay to the hotel for its sery- 
ices for collecting the toll charges a 
scale of commissions which differed 
from that previously paid, and which 
was not set forth in Bell’s tariff filed 
with the Commission.’ Appellants 
now contend that Bell’s failure to file 
as a part of its tariffs the contract con- 
taining the rate of the commissions is 
a violation of the Law, supra, § 302, 
66 PS § 1142, which requires utilities 
to file tariffs showing the rates estab- 
lished by them, and of § 308(a), 66 
PS § 1148, which requires utilities to 
notify the Commission of any change 
of rates. 

[3] The sole issue, as stated by 
appellants, is “whether or not the rules 
and regulations including the commis- 
sions allowed hotels as subscribers of 
semipublic branch service are ‘rates’ 
within the meaning of that term as de- 
fined in the Public Utility Law, § 2 
(19), 66 PS § 1102, and as a ‘rate’ 
should be plainly specified in respond- 
ent’s tariff.” 


Section 2(19), supra, 


provides: 
“*Rate’ means every individual, or 





1 The new scale of commissions, as reported 
in the order of the Commission, is: “Respond- 
ent agreed to pay to the hotel a commission 
of 60 per cent of the amounts, excluding taxes, 
paid to respondent by the hotel for local mes- 
sages; to pay to the hotel a commission of 
15 per cent of the amounts, excluding taxes, 
paid for all toll messages sent-paid or received- 
collect by others than the hotel; and, to pay 
to the hotel a commission of 10 per cent on 
amounts, excluding taxes, paid to the respond- 
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ent by the hotel for telegrams, cablegrams, 
and radiograms sent-paid or received-collect.” 
(78 PUR NS 120, 124.) 

Under the old scale Bell paid “60 per cent 
of the gross receipts for local messages and 
a commission of 20 per cent, not to exceed 
25 cents on any one message, of the gross re- 
ceipts from toll messages, sent-paid and re- 
as 5 aan at stations established here- 
under. 
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joint fare, toll, charge, rental, or other 
compensation whatsoever of any public 
utility, or contract carrier by motor 
yehicle, made, demanded, or received 
for any service within this act, offered, 
rendered, or furnished by such public 
utility, or contract carrier by motor 
vehicle, whether in currency, legal 
tender, or evidence thereof, in kind, in 
services or in any other medium or 
manner whatsoever, and whether re- 
ceived directly or indirectly, and any 
rules, regulations, practices, classifica- 
tions, or contracts affecting any such 
compensation, charge, fare, toll, or 
rental.” (Italics added. ) 

This broad and comprehensive def- 
inition embraces substantially any and 
all compensation received by a public 
utility for services rendered to a con- 
sumer. It emphasizes and applies only 
to compensation received by the utility 
in return for services rendered by it. 


Clearly the definition does not cover 


contracts, such as here involved, 
which relate to services rendered to the 
utility and for which the utility ex- 
pends money. Instead of deducting 
the commissions from the hotels’ 
monthly bills, Bell might accomplish 
the same result by a separate remit- 
tance to the hotel, as is actually done 
in the case of pay station phones where 
Bell collects cash deposits and remits 
a percentage of the receipts to the own- 
er of the premises on which the station 
is located.2 The commissions are not, 
within the statutory meaning, a “rate,” 
but are merely part of Bell’s operating 
expenses. “The rate is the considera- 


tion that the company receives for the 
service.” Swarthmore v. Public Serv- 
ice Commission, 277 Pa 472, 483, 
PUR1923E 367, 375, 121 Atl 488, 
492. 

[4] Adoption of the construction 
urged by appellants would involve the 
Commission in the internal manage- 
ment of utilities. It would require the 
Commission to pass judgment upon 
the necessity for the service contracted 
for and the reasonableness of the com- 
pensation paid by the utility. This is 
a purely managerial function and, un- 
der all our cases, is not a power stat- 
utorily committed to the Commission. 
Northern Pennsylvania Power Co. v. 
Public Utility Commission (1939) 
333 Pa 265, 27 PUR NS 233, 5 A2d 
133. “It [the Commission] does not 
manage, but regulates. The company 
spends its money as it sees fit. It can 
adopt any plan it wishes, and the Com- 
mission cannot directly stop it.” 
Swarthmore v. Public Service Com- 
mission, supra, 277 Pa at p. 483, PUR 
1923E at p. 375. (Italics added.) Of 
course, “The Commission may con- 
sider its subject matter [e. g., the 
commissions paid to hotels] as a rate 
factor in a rate base” case. Id. 277 
Pa at p. 483, PUR1923E at p. 375. 

The decisions of utility Commis- 
sions of other states and the opinions 
of their appellate courts, relied upon 
by appellants, have been studiously 
examined, but they relate to facts not 
here present, and they are not per- 
suasive. 

Order affirmed. 





2At the oral argument it was stated that 
some utilities, in order to serve the convenience 
of their patrons, appoint banks or other re- 
liable concerns as collecting agents and pay 
them for the service thereby rendered. If such 


agents are also patrons of the utility, should 
their compensation be considered a “rate” and 
brought within the rate-regulating power of 
the Commission? 
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Re Farmers’ Union Telephone Company 


Docket No. 4649 
March 29, 1950 


| tence ge on Commission motion of reasonableness of 
proposed telephone rate increase; proposed increase disap- 
proved and new rates prescribed. 


Revenues, § 5 — Telephone company — Commissions — Rentals. 
1. A telephone company’s income items such as Western Union commis- 
sions, advertising commissions, and rentals from buildings should be treated 
as operating revenue rather than nonoperating income and included in 
miscellaneous revenues, particularly where related expenses are included 
in adjusted operating expenses, p. 8&5. 

Depreciation, § 76 — Telephone company — Plant items — Changes. 
2. A telephone company’s depreciation expense was calculated by develop- 
ing a schedule of depreciation rates for different classes of telephone plant 
believed to be adequate to maintain the integrity of the investment as 
presently constituted, in preference to the company’s depreciation expense 
calculation which applied a schedule of depreciation rates developed several 
years ago, where the company’s rates applied to some classes of plant 
would result in full recovery of investment prior to expiration of useful 
life and where the company had recently converted to dial equipment, 
thereby changing the characteristics of major items of plant, p. 85. 


Expenses, § 35 — Extraordinary retirement — Conversion to dial telephone 
equipment. 

3. Expense resulting from the retirement of telephone switchboard equip- 

ment upon conversion to dial equipment is not properly chargeable to 

operating expenses for rate-making purposes, but should be charged to 

a depreciation reserve account which is adequate to absorb charge-offs of 

all property retired in connection with the dial conversion program, p. 86. 


Expenses, § 92 — Rate case expenses — Amortization period. 
4. Rate case expenses should be amortized over a 5-year period for rate- 
making purposes, p. 86. 

Expenses, § 82 — Officers’ expenses — Return of advancement. 


5. Traveling expenses advanced to an officer of a telephone company and 
subsequently returned by him to the company should be deducted from the 
company’s operating expenses for rate-making purposes, p. 86. 


' Expenses, § 46 -- Charitable contributions. 


6. Contributions to charity should be excluded from a telephone company’s 
operating expenses for rate-making purposes, p. 86. 


Revenues, § 2 — Future estimates — Effect of new customers. 
7. A telephone company’s estimate for subscribers’ station revenues was 
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considered too low because adequate recognition had not been given to 
revenues to be derived from new customers to be added to the company’s 


lines, p. 86. 


Return, § 111 — Telephone company. 


8. A return of 9.34 per cent was considered excessive for a telephone 
company, but a return of 6 per cent was considered fair and reasonable, 


p. 88. 


Return, § 69 — Operation in two states — Return as a whole. 
9. A return deficiency of a telephone company operating in two states 
should not be borne solely by the customers in one of the states, and in 
the absence of a separation study, that percentage of customers located 
in the state conducting a rate investigation should bear only a like per- 


centage of the rate increase, p. 88 


APPEARANCES: Walter D. Van 
Riper, for the company; Peter Fried- 
man, for Sussex Chamber of Com- 
merce. 


By the Commission: Farmers’ 


Union Telephone Company (herein- 
after called “company”), filed with 
the Board increased rates to become 
effective August 1, 1949. 


Pursuant to authority vested in it 
by statute, the Board acting on its own 
motion instituted a proceeding to de- 
termine whether the proposed rates 
would be just and reasonable and, 
pending such determination, ordered 
their suspension. Hearings were 
held in Newark on September 14, 
1949, December 14, 1949, and January 
25, 1950. Appearances entered in 
this cause are shown above. When it 
became apparent that the proceedings 
could not be completed within the 
period that the statute authorizes the 
Board to suspend rates, the time for 
completion of the proceeding was ex- 
tended by stipulation of the parties 
to April 1, 1950. The company 
furnishes service in New York as well 
as in New Jersey. The company’s 
proposal herein applies, however, to 
its New Jersey customers only. The 


company proposes to file an application 
to increase rates to its New York cus- 
tomers in New York state. 

The record indicates that the com- 
pany gave notice to its New Jersey 
customers of the proposed change in 
rates by newspaper advertisement and 
by bill inserts mailed with June 1949 
bills. 

The company’s main office and prin- 
cipal exchange is located in Sussex, 
New Jersey. The company has a satel- 
lite exchange at Unionville, New York. 
The company’s service area covers ap- 
proximately 150 square miles of the ex- 
treme northwesterly portion of New 
Jersey and extends into adjoining ter- 
ritory in the state of New York. As 
at December 31, 1949, the company 
had 1,354 telephones connected to its 
system of which 1,118 were in New 
Jersey and 236 in New York. Con- 
version of facilities from manual to 
dial operation was completed in Feb- 
ruary, 1949. 

The company began business in 
1902. Its capitalization consists of 
327 shares of $25 par value common 
stock outstanding in the total amount 
of $8,175. With exception of $36,- 
000 in notes, borrowed in connection 
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with the dial conversion program, ad- 
ditions to Fixed Capital have been 
financed from retained earnings and 
reinvestment in the property of the re- 
serve for depreciation. No dividends 
have been paid on the stock and until 
recent years the officers received little 
or no salary. The salaries presently 
being paid to the officers are not un- 
‘reasonable. 

There is no toll charge within the 
company’s service area which is op- 
erated as a single local exchange area. 
Interconnections with adjacent tele- 
phone companies are available for calls 
to Andover, Branchville, Franklin 
Borough, Lake Mohawk, and Newton 
at specified rates. Toll calls to other 
points in New Jersey are charged for 
at New Jersey Bell Telephone Com- 
pany’s rates. 

The principal changes proposed in 
the rates are summarized below: 


Present Proposed 


Rates 


Business Phones, 
per Month 
Individual Line 
5-Party Line 
10-Party Line 
Residential Phones, 
per Month 
Individual Line 
5-Party Line 
10-Party Line 
Other Charges, per Month 
Semipublic Telephone, 
Monthly Guaranty .. 
Extension Bells 
Extension Stations .... 
Exchange Line Mileage 
Charge: 
Individual Line 
Quarter Mile 
5-Party Line per Quar- 
ter Mile 
Service Connection Charges 
New or Additional Serv- 
ice and Facilities ... 
Service and Facilities in 


6.00 
3.50 


The proposed rates, identified as 
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Exhibit P-5, are estimated to produce 
additional annual revenues of $20. 
400 on the basis of the number of cus- 
tomers served in July 1949. 

In a statement accompanying the 
filing, the company asserts that it is 
necessary to increase rates because of 
increases in the cost of labor and ma- 
terials, increased costs of operation as- 
sociated with the dialization of its en- 
tire system, and in order to enable it 
to earn a fair return upon the value of 
its property. 

The company submitted various ex- 
hibits purporting to reflect its revenues, 
expenses, and investment in plant and 
facilities. Counsel for objectors ques- 
tioned the accuracy of the company’s 
aforementioned exhibits and, more 
particularly, the separation of expendi- 
tures between plant and expense ac- 
counts as well as the accounting for de- 
preciation. They further asserted that 
the company had not fully conformed 
its accounting practice to the pro- 
visions of the Uniform System of Ac- 
counts for Telephone Companies as re- 
quired by this Board. To satisfy it- 
self as to this matter, the Board 
instructed its staff to examine the com- 
pany’s books and records and to make 
such further studies as would be re- 
quired to clarify this matter. The 
studies made by the staff, in the 
opinion of the Board, call for adjust- 
ment of some items in the statements 
as submitted by the company. These 
adjustments in the reasons _there- 
for will be hereinafter detailed. 

The following table shows in com- 
parative form the company’s Income 
Statement for 1949, the estimated re- 
sults for 1950, as well as revisions pro- 
posed by the Board: 
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Operating Revenues: 
Subscribers Station Revenue 
Message Tolls 
Miscellaneous Collections 
Uncollectibles 


Total Operating Revenues 


Operating Expenses: 
Repairs to Outside Plant 
Repairs to Buildings and Grounds 
Depreciation 
Extraordinary Retirements 
Operators Wages 
Commercial Expense 
Rate Case Expense 
General Office Salaries and Expenses 
Other Opérating Expenses 


Total Operating Expenses 


Operating Revenue Deductions 
Operating Income 


An explanation of adjustments 
made to the company statements in 
the preceding table follows : 


Operating Revenues for 1949 


[1] The company has treated as 
Nonoperating Income such items of in- 
come as Western Union commissions, 
advertising commissions, and rentals 
from buildings, totaling $848. The 
Board is of the opinion that this 
amount should be treated as operating 
revenue and included in Miscella- 
neous Revenues, particularly since re- 
lated expenses are included in adjusted 
operating expenses in the above table, 
and has accordingly adjusted operat- 
ing revenues. 


Operating Expenses for 1949 


(a) Repairs to Outside Plant. In 
developing its expense charge for Re- 
pairs to Outside Plant, the company 
first assembles the total cost of operat- 
ing its service and line trucks, total 
wages and salaries of servicemen and 


50 
Adjusted 
By Board 


1949 19 
Exhibit Adjusted Exhibit 
P6A By Board P6A 


$35,000 $36,000 

25,000 27,568 

6,000 ,000 
(450) 


(450) 
$65,550 $69,118 











$21,000 
525 
11,254 
1,500 
16,268 
4,524) 
3,000) 
11,940 
7,250 


$16,400 
525 


10,140 
3,279 


$53,369 $77,261 
6,920 6,428 


$60,289 $83,689 
$7,551 ($18,139) 














$70,086 
($968) 


$74,499 
($7,507) 


linemen, and the cost of materials and 
supplies used. The company then al- 
locates these costs, 75 per cent to this 
expense item and 25 per cent to plant 
account. This allocation, the company 
claims, is the result of a study it made 
on the basis of its experience covering 
the period from 1937 to 1942. 

From the investigation conducted 
by the Board’s staff, it appears that 
on the basis of work performed during 
1949, approximately 65 per cent rather 
than 75 per cent of the cost of operating 
the trucks and labor costs for service- 
men and linemen is allocable to operat- 
ing expenses. As to the materials and 
supplies, the study indicated that the 
allocation should be approximately 40 
per cent to operating expense and 60 
per cent to plant account. We have 
adjusted the Income Statement to re- 
flect the foregoing. 

[2] (b) Depreciation Expense. 
The charge to expense for deprecia- 
tion expense is calculated by the com- 
pany by applying a schedule of de- 
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preciation rates developed by it sev- 
eral years ago. By reason of the 
fact that the depreciation rates applied 
by the company to some classes of 
plant would result in full recovery of 
investment prior to expiration of use- 
ful life, and since the company has con- 
verted to dial recently, thereby chang- 
ing the characteristics of major items 
of plant, the Board’s staff, after investi- 
gation, developed a schedule of de- 
preciation rates for the different class- 
es of telephone plant which it believes 
will be adequate to maintain the in- 
tegrity of the investment as now con- 
stituted. We have adjusted the de- 
preciation expense on this basis. 

[3] (c) Extraordinary Retire- 
ments. The company included in op- 
erating expenses for 1949 an amount 
for extraordinary retirements. This 
represents the retirement of switch- 
board equipment resulting from con- 
version to dial. The Board concludes 
that this item is not properly charge- 
able to operating expenses but should 
be charged to the Depreciation Re- 
serve Account, which appears to be 
adequate to absorb charge-offs of all 
property retired in connection with the 
dial conversion program, and has ad- 
justed the Income Statement accord- 
ingly. 

[4] (d) Rate Case Expenses. The 
company has included in  operat- 
ing expenses, in 1949, rate case ex- 
penses amounting to $3,500. This, 
however, is in the nature of an unusual 
and nonrecurring expense, and the 
Board is of the opinion that for pur- 
poses of establishing the reasonableness 
of rate levels for this utility, this ex- 
pense item should be amortized over 
a 5-year period. The Income State- 
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ment has been adjusted to reflect this 
procedure. i 

[5] (e) General Office Salaries and 
Expenses. This item of operating 
expense has been adjusted by deduct- 
ing $200 that was originally advanced 
to one of the officers for a business trip 
and subsequently returned by him to 
the company. This refund of ad- 
vanced traveling expenses was, in our 
opinion, incorrectly treated by the com- 
pany as nonoperating income and in 
the adjusted Income Statement is, 
therefore, credited to this expense ac- 
count. 

[6] (f) Other Operating Expens- 
es. The Board has disallowed, as 
an operating expense, contributions to 
charity included in this expense item 
since it is of the opinion that such con- 
tributions, although laudable, are not 
chargeable to customers. We have ad- 
justed the Income Statement accord- 
ingly. 

(g) Taxes. As the adjustments re- 
ferred to above result in a taxable in- 
come instead of a loss as indicated by 
the company, taxes have been adjusted 
to reflect income taxes related to such 
income. 


Estimated Revenues for 1950 


[7] (a) In the opinion of the 
Board, the company’s estimate for 
Subscribers Stations Revenues is too 
low because adequate recognition has 
not been given to revenues to be de- 
rived from new customers to be added 


to the company’s lines. The com- 
pany’s estimate has been increased by 
$1,000 for this reason. 

(b) The company has estimated 
that revenues from toll service would 
decrease by $3,568 from the 1949 
level. Considering the prospective in- 
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crease in subscribers and the relation- 
ship of toll revenues for recent months 
with such revenues for the correspond- 
ing period of 1949, the Board is of the 
opinion that the company’s estimate in 
this respect is unduly pessimistic and 
has accordingly adopted, for 1950, an 
estimate of revenues from toll service 
only $1,000 below that experienced in 
1949. Adjustments to reflect the fore- 
going have been made in the adjusted 
income statement. 


Estimated Operating Expenses 
for 1950 


(a) Repairs to Outside Plant. 
From the investigation made by the 
Board’s staff, it appears that the nature 
of work to be performed by the com- 
pany’s outside plant department will 
closely follow the 1949 pattern and 
the expenses in this category have been 
adjusted on a basis which corresponds 
to that hereinabove set forth in the 
explanation of the adjustment of this 
expense item for the year 1949. 

(b) Depreciation Expense. The 
same rates of depreciation as developed 
for 1949 were applied to the estimated 
average plant investment for the year 
1950 and the company’s calculation for 
this expense has been adjusted. 

(c) Extraordinary Retirements. 
There appears to be no support for the 
inclusion of this item in operating ex- 
penses. The explanation above of a 
comparable item claimed by the com- 
pany in 1949 expenses is also appli- 
cable here, and corresponding adjust- 
ment to the income statement has been 
made. 

(d) Operators’ Wages. No ad- 
justment of this item is made by the 
Board. While the company’s estimate 
is substantially higher than the com- 


parable item for 1949 it purports to 
reflect the annualized effect of in- 
creases in operator payroll expense ex- 
pected to result from the new Federal 
minimum wage law which went into 
effect recently. 

(e) Commercial Expenses. The in- 
crease in this item in 1950 is for addi- 
tional personnel to permit the office 
force to perform assigned duties ade- 
quately. No adjustment has been 
made to this item. 


(f) Rate Case Expenses. The 


company proposes to file for increased 
rates to its New York customers. We 
have included in operating expenses in 
1950 one-fifth of its estimated cost in 
this respect as in the case of a similar 
expense item in 1949. 


(g) General Office Salaries and 
Expenses. The increase in this item 
is for an additional employee to under- 
study and assist Mr. Armstrong in his 
duties in the operation of and servicing 
of the dial equipment. Mr. Armstrong 
is at the present time the only employee 
who is familiar with the operation of 
the new dial equipment. No adjust- 
ment has been made to this estimate. 

(h) Other Operating Expenses. 
This item includes three categories of 
expenses, namely: janitorial services, 
directory printing costs, and insurance 
premiums. From an examination of 
the company’s records and our staff’s 
investigation, it appears that $1,000 
would constitute a reasonable allow- 
ance for janitorial service. It further 
appears that $1,100 would be a reason- 
able allowance for printing the direc- 
tory, giving effect to the expected in- 
crease in the number of customers. 
From an analysis of the company’s 
insurance coverage it is estimated that 
$2,570 will constitute a reasonable al- 
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lowance for insurance premiums allo- 
cable to 1950. The company’s estimate 
of $7,250 for the aforementioned three 
categories of expenses is accordingly 
adjusted to $4,670. 


Rate Base and Rate of Return 


[8] The company has made no 
specific claim as to the amount or ele- 
ments to be included in rate base. The 
Board for the purpose of this case has 
adopted a rate base developed in the 
following manner : 

We have used as a starting point 
the fixed capital account as at Decem- 
ber 31, 1949. To this was added one- 
half of the estimated plant additions 
for 1950. This was then adjusted to 
reflect reallocation between investment 
and operating expenses of certain ex- 
penditures in 1949 and 1950 as set 
forth herein under our discussion of 
operating expenses. We then deducted 
the estimated Reserve for Deprecia- 
tion as at June 30, 1950, after adjust- 
ment resulting from application of 
rates of depreciation for the years 1949 
and 1950 developed by our staff. We 
then added an allowance for materials 
and supplies and cash working capital. 
The rate base so calculated at June 30, 
1950, becomes $168,070. 

The estimated Income Statement as 
adjusted by the Board shows that, un- 
der present rates, the company would 
experience an operating loss during 
1950. The company, therefore, is en- 
titled to relief in the form of increased 
rates. The operating income under the 
rates proposed by the company is 
estimated at $15,704, which cor- 
responds to a rate of return of 9.34 per 
cent on the rate base herein adopted. 
This rate of return is considered to be 
excessive. 
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As in the case of rate base, the com. 
pany made no specific claim as to the 
level of a fair rate of return and offered 
no proofs in this regard. Under the 
circumstances here, the Board, on the 
basis of its general information as to 
the cost of obtaining capital and after 
giving due consideration to the nature 
of territory served and the type and 
character of service rendered, has 
adopted 6 per cent as a fair and reason- 
able rate of return. 


Conclusions 


It appears that the company will sus- 
tain an operating loss under present 
rates and that the rate of return under 
proposed rates would be in excess of 
that found to be reasonable. There- 
fore, the company is entitled to an in- 
crease in rates but not as large an 
increase as that proposed by the com- 
pany. The following schedule indi- 
cates the amount of additional revenue 
required to yield a rate of return of 6 
per cent on the rate base adopted here- 
in: 

1. Amount of return equivalent to 6% 
of adopted rate base 

2. Estimated Operating Income under 
present rates for the year 1950 ... 

3. Indicated return deficiency 

4. Amount of additional revenue re- 
quired to recover return deficiency, 
adjusted to give effect to related ad- 


ditional franchise and federal in- 
come taxes 


($968) 


$12,326 


[9] As the company serves both 
New Jersey and New York customers, 
it would be unreasonable to require 
only the New Jersey customers to 
stand the full effect of the return de- 
ficiency. In the absence of a separa- 
tion study and inasmuch as only 83 per 
cent of the customers are located in 
New Jersey and a like percentage of 
the Local Exchange revenues are 
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‘Com. § realized from those customers, it seems 3. That a schedule of rates which 
to the {J reasonable that the amount of the in- will increase annual operating reve- 
ffered # creased revenue that should be borne nues from New Jersey customers on 
st the MH by the New Jersey customers would be _ the basis of 1950 estimated business by 
m the HH 83 per cent of $12,326 or $10,231. $10,231 is just and reasonable. 

as to On the basis of the foregoing con- 4. That the company shall submit 
after HM siderations, the Board finds and de- for the consideration of the Board 


ature 
> and 

has 
ason- 


termines : 

1. That the existing schedule of 
rates has become unjust and unreason- 
able, in that it does not provide the 
company an opportunity to earn a fair 
return. 

2. That the rates proposed by the 
company are unjust and unreasonable 
in that they would yield an excessive 
return and that such rates are, there- 
fore, hereby disapproved. 


within fifteen days of the date of this 
decision, a revised schedule of rates 
so designed as to produce an increase 
in annual operating revenues of not 
more than $10,231 on the basis of 
1950 estimated business, and to be- 
come effective with bills rendered in 
the ordinary course of business on and 
after May 1, 1950. 





FEDERAL POWER COMMISSION 


Re Panhandle Eastern Pipe Line 
Company 


Docket No. G—1322 
March 9, 1950 


PPLICATION for authority to construct and operate meter and 
l \ regulating station and to establish physical connection, or 


for ruling that Commission lacks jurisdiction; jurisdiction as- 
serted and certificate granted. 


Gas, § 2 — Jurisdiction of Federal Power Commission — Facilities to transport 
interstate gas. 
Meter and regulating station facilities owned by a pipeline company subject 
to regulation by the Federal Power Commission under the Natural Gas 
Act are facilities subject to the jurisdiction of the Commission if they are 
used in the transportation of natural gas in interstate commerce. 


* 
By the Commission: On February 
3, 1950, Panhandle Eastern Pipe Line 
Company (applicant), filed an ap- 
plication for a certificate of public con- 


venience and necessity pursuant to 
§ 7 of the Natural Gas Act, 15 USCA 
§ 717f, authorizing the construction 
and operation near the city of Albion, 
89 84 PUR NS 
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Michigan, of a meter and regulation 
station and the establishment of a 
physical connection between its facil- 
ities and a proposed new 8-inch pipe- 
line to be constructed by Corning Giass 
Works (Corning), extending from the 
point of physical connection of facili- 
ties to a proposed new plant to be 
constructed by Corning at Albion, 
Michigan. 

Pursuant to due notice, a public 
hearing was held in Washington, 
D.C., on March 1, 1950, respecting the 
matters involved and the issues pre- 
sented in this proceeding. The Michi- 
gan Public Service Commission filed 
a notice of intervention and partic- 
ipated in the hearing. Interveners, 
Indiana Gas & Water Company, Inc., 
Central Indiana Gas Company, and 
Kokomo Gas & Fuel Company par- 
ticipated in the hearing and the latter 
company presented a witness in its be- 
half. Michigan Consolidated Gas 
Company was permitted to intervene 
but did not appear at the hearing. 

Applicant proposes through the 
above-described facilities to deliver to 
Corning quantities of natural gas not 
exceeding 6,000 thousand cubic feet 
per day on an interruptible basis for 
use by Corning for fuel in the opera- 
tion of a proposed new television bulb 
plant to be located in Albion, Michi- 
gan. Corning estimates that it will 
initially take 2,000 thousand cubic 
feet of natural gas per day which will 
be increased to approximately 4,000 
thousand cubic feet per day in 1951. 


The evidence shows that applicant’s 
system capacity has exceeded the here- 
tofore estimated sustained sales capac- 
ity of 500,000 thousand cubic feet 


per day. During the month of Jan- 
uary, 1950, the main line sales on ap- 
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plicant’s pipeline system east of it 
Liberal Compressor Station totaled 
15,920,341 thousand cubic feet or, on 
an average daily basis, 513,559 
thousand cubic feet. The record fyr. 
ther shows that during the period 
November 1, 1949, until the time of 
the hearing, applicant has invoked 
only thirty-two hours of curtailment 
under applicable service rules and reg. 
ulations. On January 4, 1950, ap. 
plicant ordered step 2 curtailment in 
effect which provides for a 90 per cent 
curtailment of normal daily interrupt- 
ible requirements of its customers. 
This curtailment continued for twenty- 
four hours when, on January 5, 1950, 
step 1 curtailment was ordered in ef- 
fect which provides for a 50 per cent 
curtailment of such interruptible re- 
quirements. This curtailment re- 
mained in effect for eight hours. The 
Commission takes official notice of a 
75 per cent interruptible curtailment 
ordered by Panhandle on March 2, 
1950, subsequent to the close of the 
hearing which continued in effect for 
a period of thirty-six hours. 

The record shows that from Novem- 
ber 1, 1949, to February 14, 1950, 
applicant delivered 2,717,148  thow- 
sand cubic feet to Michigan Gas Stor- 
age Company in excess of the con- 
tract schedule between that company 
and applicant and, also, 719,297 
thousand cubic feet to the Wallace 
Power Plant of Central Illinois Light 
Company on a dump basis. The 
average daily excess gas for this pe- 
riod is 32,420 thousand cubic feet per 
day. It is estimated that if normal 
temperatures had prevailed during this 
period of time, the average daily ex- 
cess gas would have been reduced to 
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15,680 thousand cubic feet per day. 
It appears that applicant is able to sup- 
ply Corning with natural gas on an 
interruptible basis as proposed. 

Intervener, Kokomo Gas & Fuel 
Company (Kokomo Gas) presented 
evidence to show that it was ap- 
proached by representatives of Corning 
in regard to the location of Corning’s 
proposed plant within Kokomo Gas’ 
franchise territory; and that as re- 
quired by the provisions of applicant’s 
rate schedule, Kokomo Gas asked ap- 
plicant for a commitment for 3,000 
thousand cubic feet of natural gas on 
an interruptible basis for Corning, 
which was refused by applicant. In 
this connection applicant’s Rd-2 rate 
schedule, presently on file with the 
Commission, provides that applicant 
will undertake to provide such inter- 
ruptible service if, in its judgment, it 
has a sufficient supply of gas and ade- 
quate facilities. As the record war- 
rants the conclusion that applicant has 
a sufficient supply of gas and adequate 
facilities to provide this interruptible 
service it appears that there may have 
been a technical discrimination on the 
part of applicant in violation of its 
filed rate schedules. However, the 
evidence shows that any such dis- 
crimination had no bearing on the 
selection by Corning of Albion as the 
proposed location for its new plant. 
Contrariwise, the record shows that 
the selection by Corning of Albion for 
such plant was based on other impor- 
tant factors. 

No other existing customers of Pan- 
handle presented evidence to show 
that they were equitably entitled to the 
gas proposed to be sold to Corning or 
that they were in need thereof for serv- 
ice to other customers. 


The estimated cost of the proposed 
facilities is $6,000, which will be paid 
out of funds on hand. 

Applicant asks the Commission to 
disclaim jurisdiction of the matters 
set forth in its application, or, in the 
alternative to issue a certificate author- 
izing the construction and operation 
of the proposed facilities. The record 
is clear that the proposed facilities are 
to be constructed and operated as in- 
tegral parts of its interstate transmis- 
sion pipeline system which is subject to 
the jurisdiction of this Commission. 
The Commission indicated clearly in 
its opinion of March 14, 1946, in 
Detroit v. Panhandle Eastern Pipe 
Line Co. Docket Nos. G-661 and G— 
688, 5 FPC 43, 63 PUR NS 213, 
that the Natural Gas Act does confer 
on the Commission jurisdiction over 
a company found to be a natural gas 
company within the meaning of the 
Natural Gas Act, and over the facili- 
ties used by such company either in 
transporting natural gas in interstate 
commerce or in the sale of such gas 
for resale. Clearly, where, as here, 
the proposed facilities are to be used 
in the transportation of natural gas in 
interstate commerce, such facilities are 
subject to the jurisdiction of this Com- 
mission. 

The Commission finds: 

(1) Applicant, a Delaware corpo- 
ration having its principal place of 
business at Kansas City, Missouri, 
owns and operates, among other facili- 
ties, a natural gas transmission pipe- 
line system located in the states of 
Texas, Oklahoma, Kansas, Missouri, 
Illinois, Indiana, Ohio, and Michigan 
and by such operations applicant is 
engaged in the transportation and sale 
of natural gas in interstate commerce 
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for resale for ultimate public consump- 
tion, subject to the jurisdiction of 
the Commission, and is, therefore, a 
“natural-gas company” within the 
meaning of the Natural Gas Act, as 
heretofore found by the Commission in 
its order of October 17, 1945, in Dock- 
et No. G-254, 4 FPC 1081. 

(2) The facilities hereinbefore de- 
scribed are proposed to be used in the 
transportation of natural gas in inter- 
state commerce, subject to the juris- 
diction of the Commission, as in- 
tegral parts of applicant’s existing pipe- 
line system, and the construction and 
operation thereof by applicant are sub- 
ject to the requirements of subsections 
(c) and (e) of § 7 of the Natural Gas 
Act, as amended. 

(3) Applicant is able and willing 
properly to do the acts and to perform 
the service proposed and to conform to 


the provisions of the Natural Gas Act, 
as amended, and the requirements, 
rules, and regulations of the Commis. 
sion thereunder. 

(4) Applicant having requested the 
omission of the intermediate decision 
procedure and all the parties participat- 
ing in the hearing having concurred in 
such motion pursuant to the require- 
ments of §§ 1.30(c) and (d) of the 
Commission’s Rules of Practice and 
Procedure [18 CFR 1.30(c) and 
(d)], sufficient cause exists for the 
Commission forthwith to render its 
final decision in the instant proceed- 
ing. 

(5) The proposed construction and 
operation of the facilities by applicant 
are required by the present and future 
public convenience and necessity, and 
a certificate therefor should be issued 
as hereinafter ordered and conditioned. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Edward Lentz 


Halifax Borough Waser Department 


Complaint Docket No. 14853 
May 1, 1950 


"pep ober as seeking to require municipal water plant to serve 
premises outside corporate limits; complaint sustained and 
service ordered. 


Municipal plants, § 11 — Jurisdiction of Commission — E-xtraterritorial service. 
1. The Commission has jurisdiction over municipal plant service extensions 
where the municipality has elected to provide water service to consumers 


beyond its corporate limits, p. 94. 


Service, § 118 — Municipal plants — Duty to serve. 
2. The public utility law and a determination of the Commission governing 
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LENTZ v. HALIFAX BOROUGH WATER DEPT. 


the service obligations of a municipal plant furnishing urban and extrater- 
ritorial service take precedence over an ordinance prohibiting the tapping 
of a water main between the municipality’s reservoir within the corporate 
limits and the source of supply outside of the corporate limits, p. 95. 


Discrimination, § 217 — Municipal plants — Extraterritorial service. 
3. A municipal water plant, having elected to furnish service to customers 
beyond its corporate limits, cannot unduly discriminate by furnishing 
service to some and refusing it to others in the same class and similarly 


situated, p. 95. 


By the Commission: By this pro- 
ceeding, complainant, Edward Lentz, 
seeks to require respondent, borough 
of Halifax, to make its water service 
available to him at his property in the 
community of Matamoras, Halifax 
township, Dauphin county. Borough 
of Halifax owns and operates its own 
waterworks. A pipeline of respond- 
ent, about 4 miles long, carrying water 
to borough of Halifax from its source 
of supply in Halifax township on 
Peters mountain, passes complainant’s 


property, and the only construction in- 
volved to make its water service avail- 
able is the installation of a service 
connection from the pipeline to com- 
plainant’s property. 

In its answer to the complaint, re- 
spondent admits that it has refused 


water service to complainant. Re- 
spondent averred that water service to 
complainant was denied by reason of 
its existing ordinance prohibiting the 
making of connections to said pipeline 
after the date of the ordinance (July 
1, 1947), for the purpose of conserv- 
ing this water for the residents of bor- 
ough of Halifax. Respondent prays 
that the complaint be dismissed. 

It is to be noted that it is water from 
Halifax township, in which complain- 
ant resides, that the borough of Hali- 
fax would thus conserve for the resi- 
dents of borough of Halifax. 


In 1947, complainant constructed a 
dwelling in Matamoras, about 2 miles 
south of borough of Halifax, and re- 
quested water service from respondent. 
Respondent refused and gave as its 
reason the prior enactment of an or- 
dinance in July, 1947, prohibiting tap- 
ping of the main at any point in Hali- 
fax township between the borough 
reservoir at borough of Halifax and 
the source of supply on Peters moun- 
tain, for the furnishing of water to 
any person, firm, partnership, or cor- 
poration. 

Thereupon complainant drilled a 
well on his property and obtained wa- 
ter from that source until August, 
1949, when a bacteriological analysis 
was made of the water and it was found 
unsafe for human consumption. Sub- 
sequently, two other tests were made, 
with the same results, and com- 
plainant now has no potable water on 
his premises. 

Respondent has an auxiliary source 
of supply which is a drilled well located 
about one-half mile east of the bor- 
ough. This well was drilled to aug- 
ment the supply from the springs on 
Peters mountain during periods of 
drought. Water flows by gravity 
from these springs to the reservoir 
at Halifax. The supply from this well 
is pumped into said reservoir. The 
well water is harder than that from 
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the springs. During the last five 
months of 1949, the well was pumped 
for a total of 885 hours, inasmuch as 
the flow from the springs during that 
period was not sufficient to meet the 
demand for water throughout the sys- 
tem. 

There are a total of 299 consumers 
in the water system, of which 74 are 
located outside the borough limits. Of 
these 74 consumers, 43 are furnished 
service from the pipeline which passes 
through Matamoras. All 74 are fur- 
nished service on a metered basis. 
Within the borough, there are 144 flat 
rate consumers and 81 metered rate 
consumers. 

[1] Controlling in this case is the 
Public Utility Law of 1937, P.L. 1053, 
Art 4, §§ 401, 402, 412, and 413, 66 
PS 1171, which provide as follows: 

“Character of Service and Facilities. 
—... Any public utility service being 
furnished or rendered by a municipal 
corporation beyond its corporate limits 
shall be subject to regulation and con- 
trol by the Commission as to service 
and extensions, with the same force 
and in like manner as if such service 
were rendered by a public utility.” 
(Article IV, § 401.) Italics supplied. 


“Discrimination in Service. — No 
public utility shall, as to service, make 
or grant any unreasonable preference 
or advantage to any person, corpora- 
tion, or municipal corporation, or sub- 
ject any person, corporation, or mu- 
nicipal corporation to any unreason- 
able prejudice or disadvantage. No 
public utility shall establish or main- 
tain any unreasonable difference as to 
service, either as between localities or 
as between classes of service, but noth- 
ing herein contained shall be deemed to 
prohibit the establishment of reason- 
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able classifications of service.” 
ticle IV, § 402.) 

“Standards of Service and Facil- 
ities. —- The Commission may, after 
reasonable notice and hearing, upon its 
own motion or upon complaint, pre- 
scribe as to service and facilities, in- 
cluding the crossing of facilities, just 
and reasonable standards, classifica- 
tions, regulations, and practices to be 
furnished, imposed, observed, and fol- 
lowed by any or all public utilities; 
prescribe adequate and _ reasonable 
standards for the measurement of 
quantity, quality, pressure, initial vol- 
tage, or other condition pertaining to 
the supply of the service of any and 
all public utilities; prescribe reason- 
able regulations for the examination 
and testing of such service, and for the 
measurement thereof; prescribe or ap- 
prove reasonable rules, regulations, 
specifications, and standards, to secure 
the accuracy of all meters and appli- 
ances for measurement; and provide 
for the examination and testing of any 
and all appliances used for the meas- 
urement of any service of any public 
utility.” (Article IV, § 412.) 

“Proper Service and Facilities Es- 
tablished on Complaint. — Whenever 
the Commission, after reasonable no- 
tice and hearing, upon its own motion 
or upon complaint, finds that the serv- 
ice or facilities of any public utility are 
unreasonable, unsafe, inadequate, in- 
sufficient, or unreasonably discrimina- 
tory, or otherwise in violation of this 
act, the Commission shall determine 
and prescribe, by regulation or order, 
the reasonable, safe, adequate, suff- 
cient, service, or facilities to be ob- 
served, furnished, enforced, or em- 
ployed, including all such repairs, 
changes, alterations, extensions, sub- 
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stitutions, or improvements in facil- 
ities as shall be reasonably necessary 
and proper for the safety, accommoda- 
tion, and convenience of the public, 
and shall fix the same by its order or 
regulation.” (Article IV, § 413.) 

In Reigle v. Smith (1926) 287 Pa 
30, 35, 134 Atl 380, the supreme court 
said : 

= the borough could refuse 
to accept any customers beyond its 
limits, or along the line of its service 
main, but so long as the privilege was 
granted to some, it cannot refuse to 
others.” 

In view of the foregoing, we are of 
the opinion, and so find, that the Com- 
mission has jurisdiction in the instant 
case, with respect to extensions and 
service, as well as to rates, where the 
borough of Halifax has elected to pro- 
vide water service to consumers be- 
yond its corporate limits. 

[2,3] We are of the further opin- 
ion, and so find, that with respect to 
service and extensions in this area be- 


yond the borough limits, the Public 
Utility Law and the determinations 
of this Commission take precedence 
over the ordinance of borough of Hali- 
fax, prohibiting tapping of the water 
main between the borough reservoir 
at borough of Halifax and the source 
of supply on Peters mountain, in Hali- 
fax township. We are also of the 
opinion, and find, that borough of 
Halifax, having elected to furnish its 
water service to customers in this. 
territory beyond its corporate limits, 
cannot thereafter unduly discriminate 
by furnishing its water service to some 
and refusing to furnish its water serv- 
ice to others in the same class and sim- 
ilarly situated; therefore, 

It is ordered: 

1. That the complaint be and is 
hereby sustained. 

2. That borough of Halifax make 
its water service available, at its sole 
cost and expense, within ten days of 
service of this order. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Earl Wyatt et al. 


James Henry 


Complaint Docket No. 14680 
May 8, 1950 


OMPLAINT charging individual with steadily engaging in 
transportation of persons for hire without a certificate; dis- 
missed for lack of prosecution. 


Evidence, § 19 — Averments in complaint. 
The evidence required to support a complaint cannot be supplied solely by 


95 


84PURNS 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


reference to the averments of the complaint, and in the absence of any testi- 
mony by complainant or any admissions by respondent in answer to the 
complaint, the complaint must be dismissed for lack of prosecution. 


By the Commission : This proceed- 
ing arises upon a formal complaint 
filed at the above docket number by 
Earl Wyatt, Clarence Hall, John 
Goldman, Thomas Anderson, and 
George Boyer v. James Henry. The 
complaint charges the respondent with 
steadily engaging in transportation 
of persons for hire, for undertakers in 
Philadelphia, without having a cer- 
tificate of public convenience from this 
Commission; and in particular on 
April 27, 1949, for Stanley Jackson, 
1605 N. Twenty-first street, Phila- 
delphia, funeral director. 

No answer has been filed by the 
respondent to the complaint. 

The proceeding was set down for 
hearing on September 9, 1949, by the 
Commission at Philadelphia but at the 
hearing no appearances were made. 
The hearing was contained by the 
Commission to October 13, 1949, at 
Philadelphia. At that time an appear- 
ance was made on behalf of the com- 
plainant but no appearance was made 
on behalf of the respondent. No tes- 


timony was offered at the hearing 
and the matter was submitted on the 
complaint. 

If, as alleged, the respondent is en- 
gaged in the transportation of per- 
sons for hire for undertakers in Phil- 
adelphia, respondent must comply 
with the Public Utility Law, Act of 
May 28, 1937, P.L. 1053, as 
amended, and the rules and regula- 
tions of this Commission. 

However, the evidence required to 
support a complaint cannot be sup- 
plied solely by reference to the aver- 
ments of the complaint. In the ab- 
sence of any testimony by complainant 
or any admissions by respondent in 
answer to the complaint in this pro- 
ceeding, the complaint must be dis- 
missed for lack of prosecution; there- 
fore, 

It is ordered: That the complaint 
of Earl Wyatt, Clarence Hall, John 
Goldman, Thomas Anderson, and 
George Boyer v. James Henry at C. 
14680, be and is hereby dismissed. 
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New Jersey Bell Plans 
$85,000,000 Program 


Le Jersey Bett TELEPHONE CoMPANY has 
announced an $85,000,000 expansion pro- 
gram for 1950-51 to meet ‘the continued high 
demand for new telephones and to prepare for 
anticipated community growth. 

Completion of the program is dependent up- 
on the international situation, availability of 
materials, manpower, and earnings high 
enough to attract new capital. 

The program is over three times as large 
as its annual construction for the five years 
immediately preceding World War IT. It will 
result in installation by the end of next year 
of an additional 155,000 telephones, an increase 
of over 10 per cent. 


Frable Named Representative 
Of Nickel Cadmium Battery 


RANK FRABLE with offices at 122 South 

Michigan avenue, Chicago 3, has been ap- 
pointed sales representative for the Nickel 
Cadmium Battery Corporation, according to 
an announcement by A. B. Strange, treasurer 
and general sales manager. 

Mr. Frable will specialize in sales of Nicad 
storage batteries to electrical utilities in the 
territories he covers in Illinois, Indiana, Wis- 
consin, and Iowa. 

Nicad storage batteries are manufactured at 
Easthampton, Massachusetts and the com- 
pany’s executive offices are at 100 Park avenue, 
New York 17. 


Booklet on Plant Lighting 


32-paGE booklet, “Planning Guide to Im- 

proved Plant Lighting,’ covering the 
latest concepts of planned lighting for indus- 
try, the benefits to be gained, and the methods 
to employ to put a planned lighting program 
into effect, has been published by Benjamin 
Electric Mfg. Company, Des Plaines, III. 
_The subject is covered from management 
viewpoint, and is broken down into: econom- 
—t, Pengraa development, and equipment se- 
ection. 


U.S. Rubber Appointment 


Apromurtunnr of John C. H. Wendes as pro- 
duction manager of the Naugatuck 
Chemical division, United States Rubber Com- 
pany, was announced recently by John P. Coe, 
vice president and general manager. 

Mr. Wendes will supervise all manufactur- 
ing and engineering operations in the synthetic 
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rubber plants operated by the divisions in 
Naugatuck, Conn., Port Neches, Texas, and 
Borger, Texas. He will also supervise manu- 
facturing and engineering activities in the 
Marvinol vinyl resin plant at Painesville, Ohio, 
and the Naugatuck Chemical plant at Nauga- 
a He will make his headquarters in Nauga- 
tuck. 


Booklet Describes Operations 
Of Commonwealth Associates 


(eens AssoctaTEs, INC., is the 
new name of a long-established organiza- 
tion of consulting and design engineers, with 
headquarters in Jackson, Michigan. All of its 
officers, directors, and engineering supervisors 
are registered professional engineers, Previ- 
ously the general engineering department for 
the subsidiary companies of the former Com- 
monwealth & Southern Corporation, its activi- 
ties have centered at Jackson for more than 
forty years. The organization is the engineering 
subsidiary of Commonwealth Services, Inc. 

An attractively illustrated booklet tells in 
comprehensive detail the services which Com- 
monwealth Associates, Inc., is prepared to ren- 
der in the fields of professional, design, and 
consulting engineering. Copies may be obtained 
from Commonwealth Services, Inc., 20 Pine 
street, New York 5 


Wehuebihsiheah' “Hot-Z” System 
Treats Boiler Feed Water 


OILER feed water can now be treated by a 
new system known as the Hot-Z which 
combines the advantages of both the hot proc- 
ess and the zeolite process, according to an an- 
nouncement by Worthington Pump and Ma- 
chinery Corporation. 

The development of a styrene base resinous 
zeolite suitable for operation on hot treated 
water makes it possible to combine hot process 
treatment with its deaerating and silica reduc- 
tion features with zeolite softening. 

Further information on the Hot-Z system can 
be obtained from the water treating division, 
Worthington Pump and ‘Machinery Corpora- 
tion, Dunellen, New Jersey. 


Newport News Firm Appoints 
Middle-West Representative 
HE Newport News SHIPBUILDING AND 
Dry Dock Company of Newport News, 
Virginia, has announced the appointment of 
the Hooper-Green Company of Chicago and 
Indianapolis as its middle-west sales repre- 
(Continued on page 22) 
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sentative. The Hooper-Green Company is 
headed by J. G. Green, with offices at 407 South 
Dearborn street in Chicago. A. J. Stone is dis- 
trict representative of the company in In- 
dianapolis with offices at 2313 East Michigan 
street. The Chicago concern will have the 
territory of Indiana, Illinois, southwestern 
Michigan, and a portion of Wisconsin and 
Iowa. They will represent the Newport News 
firm in the sale of all of the products of that 
company with the exception of ship work. 
The Newport News company, which has 
long been prominent in the water power equip- 
ment field, has diversified its output since the 
end of the war to include production of a great 
many other items of industrial equipment. 


Guardian Bulletin Covers 
Contact Switch Parts 


66 Contact Switches by Guardian” is the 
title of a bulletin recently issued by 
the Guardian Electric Manufacturing Com- 
pany. Numerous line drawings and charts are 
employed to give information relative to sizes, 
designs, and materials available in standard 
contact blades, lug adapters, and insulating 
separators. Included are details of the Guardian 
Engineer’s Kit, a unit containing a generous 
assortment of parts and accessories. 

Free copies of the bulletin are available upon 
request from the manufacturer, 1621 West 
Walnut street, Chicago 12. 


Seamless Aluminum 
Cable Sheathing 


A MEE for applying a seamless sheathing 
of aluminum to telephone and electric 
power cables has been developed by Aluminum 
Company of America, according to an an- 
nouncement by company officials. This new 
method, for which patent application has been 
made, involves the principle of cold reduction, 
or swaging (as by a tube reducer). 

Seamless aluminum sheathing for cable is 
thinner, stronger and lighter in weight than 
the usual lead sheathing. Substantial lengths 
are now being tested by a number of cable 
manufacturers. 


Foster Wheeler Creates 
New Equipment Division 


OSTER WHEELER CoRPORATION recently an- 

nounced the appointment of Pell W. Fos- 
ter, Jr., as vice president in charge of a newly 
created equipment division. This division will 
comprise the steam, industrial, marine, and con- 
denser departments, which are existing com- 
mercial engineering groups serving the power 
generation, industrial processing, and marine 
industries. 

Mr. Foster, a director and vice president in 
charge of production since 1946, will continue 
as active head of the production and procure- 
ment departments. 
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For more than a quarter of a century, Pandick Press 


REGISTRATION 
STATEMENTS 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 


PROSPECTUSES 


legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 
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The IBM Card Bill shown above is Nomore tedious hand sorting and adding 
new development which brings you the of stubs; no more costly errors; no time- 
fficiency and economy of completely and money-wasting delays from manual 
mechanized billing. Now the entire pro- handling and figuring. 
edure of computing and preparing both You'll want to know more about the 
egular and irregular bills and recording savings this development can effect for 
payments is accomplished on automatic, you. An IBM representative will gladly 
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SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
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under the Federal Power Act 
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Public Sony Holding Company 
Act, with the Commission's rules 
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CLEVELAND TRENCHERS 


...workhorses of the utilities 


CLEVELANDS do more work—and 


do more profitable work—because 
of higher digging capacity, because 
of fast truck-speed moves from 
job to job, because each machine 
fits more different kinds of jobs, 
and because less time is lost for 
maintenance. CLEVELANDS are 
ideally fitted to utility work by such 


features as power-shift reversible 
arc conveyors that place the dirt 
accurately for easy backfill and a 
compact design that places the 
trench edge as close as 17” to a side 
wall. Put these hard-hitting profit- 
making “workhorses” to work for 
you. Call your local distributor for 
details or write direct. 


THE CLEVELAND TRENCHER CO. 
20100 ST. CLAIR AVENUE CLEVELAND 17, OHIO 
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If you have a problem involving the automatic control of pressure, 
temperature, liquid level, mechanical operations, etc., it will pay 
you to consult Mercoid’s engineering staff — always at your service. 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securitiee—grant conversion 

privilege for convertible bonds, etc.—can you feel con- 

fident that your stockholders will support management’s 

recommendations with adequate votes of approval—on 
time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 
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What we really make is Time 





It is faster to 


Hane A WALL 


than to 


PILE IT UP 


Lit TLE blocks, say 2°x4'x8 ,don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 





Y/N 





TLS 


Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, 


PITTSBURGH, PA. 
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FROM THE 


SMALLEST 


TO THE 


LARGEST 


500 Horsepower— 
83-foot Head 


57,000 Horsepower— 


Hyprautic turbines in all sizes, 
using either Francis or propeller type 
runners, have been built at Newport News 
for use throughout the United States and 
many parts of the world. 


Shown above is one turbine using a 
161%4-inch runner in a cast iron spiral cas- 
ing and another using a 23814-inch runner 
in a riveted steel plate spiral casing. 


Newport News built hydraulic turbines, 


81-foot Head 


aggregating a rated output of more than 
5,900,000 horsepower, have been furnished 
for such plants as Grand Coulee, Hoover, 
Norris, Wilson, Dnieprostroy, and many 
others. Hydraulic turbine work now in 
progress at Newport News is in excess 
of 1,000,000 horsepower. Inquiries are 
invited. 


“Water Power Equipment” booklet will 
be sent upon request. 


EWPORT NEWS 


HIPBUILDING AND DRY DOCK CO. 
Fe OP, A Oe 
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WITHOUT SPECIAL PROTECTION 


This transformer fire did $50,000 damage 
at an electric power station. 


MULSIFYRE NOW ON GUAR 
TO KILL OIL FIRES FAS 


Transformers at this 
tric power station are 
safeguarded by a 
nell Mulsifyre installati 
Fast, automatic spray 
tion is being demonstro 
here. 


When an oil fire breaks out in transformers breaks down, oil and water separate, and the ¢ 
protected by a Mulsifyre system, a battery of can be reclaimed. 

spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray strikes 
the surface of the burning oil. 


Mulsifyre systems have proven their effectiven 
during sixteen years of extinguishing transform 
fires. Today they protect hundreds of installatic 
all over the world. 


For information on Mulsifyre Systems or o 
Grinnell Fire Protection Systems write 

Grinnell Company, Inc., Providence, R. I. Off 
in principal cities. 


Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing fires 
in flammable oils immiscible with water, wher- 
ever such oil is a fire hazard. There is no con- 
ductivity along the discharge of a Mulsifyre pro- 
jector when the spray strikes conductors carrying 
high voltages. 


Mulsifyre high-velocity projectors produce drops 
large enough and drive them fast enough to pene- 
trate the flames without complete vaporization in 
flight, but limit their velocity so the surface of the 
burning liquid is agitated into an emulsion instead 
of passing through the oil without fire-extinguish- 
ing effect. After a period of time, the emulsion 


GRI NNEWMaladfyte 


EMULSION—EXTINGUISHMENT OF OIL FIRES 
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cay-Vuty Engineered, eh... 
WHATS IW UT FOR ME ?* 


Lt WEW, ALL PROVED 


INTERNATIONAL 


What does it mean when we say 
every new International Truck, large 
or small, is heavy-duty engineered? 
That means every one of the thou- 
sands of parts of each truck is en- 
gineered with extra stamina. You 
get extra ruggedness that pays off in 
lower-cost performance... longer 
truck life. 


It’s the same plus value that has 
kept Internationals first in heavy- 
duty truck sales for 18 straight years. 
And you know Internationals are 
built to last— over half the Interna- 
tional Trucks built in the last 43 
years are still in service. 

You get a brand new kind of 


comfort in every new International 
Truck. The Comfo-Vision cab, stand- 


INTERNATIONAL HARVESTER COMPANY 


LEN 
VsA/ 


ard on every model, is “the roomiest 
cab on the road.” You get full front 
visibility through the one-piece, 
curved Sweepsight windshield. And 
these new Internationals are a pleas- 
ure to handle with an all-new steer- 
ing system that gives you more 
positive control and shorter turning 
radius. 


Stop in at your nearest Interna- 
tional Truck Dealer or Branch and 
see all the big features, soon. 

a 
McCormick Farm Equipment 4 
Farmall Tractors... Motor Trucks 


Industrial Power... Refrigerators and Freezers 


International Harvester Builds 


TRUCKS 


CHICAGO 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES e VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$- ford, Bacon & Davis 
: 8D *Seeaare’ " Engineers eae eae 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 









_ GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas a Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e e Personnel Relations 
Inspections and Surveys Reeding New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 

























—— HENKELS & McCOY —— 














Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WATS 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 
CONSTRUCTION MAINTENANCE TRE® TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. © Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 































CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 



























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE * COLUMBUS, OHIO 











C77 hh lr f? f° 

Sie rulypran Coyvoradiox 
7 ae ee CONSTRUCTORS 
1200 NORTH BROAD STREET, PHILADELPHIA 21 PA 


A 


Fic. « 




















WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J: H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND = SPECIALISTS IN 
OPERATING ENGINEERS : ACCOUNTING, FINANCING, RATES, 
PURCHASING INSURANCE AND DEPRECIATION 
ep / 
231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








ENCENSEnS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 
Airfields, Refuse incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Agqeuat - Investigations - Reports 


2 with 
rate TR, epreciation, fixed capital 


reclassification, ola nal cost, security issues. 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Apgectanie i and re- 
ports, desi; supervision of con- 
Peestion t+) Public tility Properties 


4706 BROADWAY KANSAS CITY, MO. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., CHICAGO 


= a 


(ne 


A. S. SCHULMAN ELEctRric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DISTRI- 
BUTION — POWER STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 
2416 SouTH MICHIGAN Ave. 








CxHicaco 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


1 Seat Rg it; A heal 
epor Dpraisais 





Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. Y. 
Tel. Digby 4-1910 














W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 

















SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





United States Testing Company, Inc. 


AJ 
IN j 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALASS — STUDIES — REPORTS — 
ESIGN — SUPERVISION 
ynaines — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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HERES A BIG DIFFERENCE 
IN TRUGKS 


OMPARE the extra-value, 
extra-service features 

you get only in GMC trucks 
TRUCK BUYER’S GUIDE and you'll understand why 

Ye TO 2 TONS they deliver more miles — 

How leading makes of trucks compare in twelve major features that with lowest maintenance 
insure greater dependability, longer life and lower maintenance. and repair costs. They’re 
FEATURES 3 mauce mauce maven mruc real trucks — truck - built 
from bumper to taillight. See 

ves | NO | NO | YES for yourself—get the story 


4 





Power and efficiency of YES 
VALVE-IN-HEAD ENGINE 





LADS IN NET HORSEPOWER ves | ves | NO | NO | Yes from your GMC truck dealer. 
GMC TRUCK & COACH DIVISION 
General Motors, Pontiac, Michigan 





LEADS IN SUSTAINED TORQUE YES NO NO NO NO 





FULL- PRESSURE LUBRICATION 
of all main bearings and piston pins YES NO NO NO YES 


SYNCHRO-MESH TRANSMISSION 
with Cushion Dise Clutch YES | YES YES | YES 


fasy-Turn Recirculatin 
IALL-BEARING STEERING GEAR YES | YES NO | NO 


SEPARATELY MOUNTED FENDERS, GRILLE 
AND RADIATOR for economical repair 


TORSIONAL DAMPENER | 
for engine smoothness 


BUILT-IN RADIATOR EXPANSION 


TANK — prevents coolant loss YES NO NO NO GASOLINE & DIESEL TRUCKS 


E-WRAPPED FRONT SPRING 
oo oor front axle stability YES YES NO NO FROM '2 TO 


TOCCO-HARDENED CRANKSHAFT 
Oyneniectly balenced YES | NO | NO | NO | NO 20 TONS 


STEEL-BACKED AIRPLANE TYPE 
MAIN AND ROD BEARINGS Yes | NO} NO} NO |} NO 


YOUR KEY TO GREATER HAULING PROFITS 
GENERAL 
= : MOTORS 














YES | NO NO | NO 





YES | YES NO | YES 















































